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“ ANGUS, STONEHOUSE & CO. LTD. Creelman, dir 6801 


TORONTO, ONTARIO 


Vancouver, B. C.,; 
Thursday, 
February 25, 1960. 


---On commencing at 9.30 a.m, 


THE CHAIRMAN: Will you come to order, 
gentlemen, please, Mm, 'Brazg ler? 

MR. BRAZIER: Mr. Chairman and members 
of the Commission, the first brief this morning will be 
presented by Mr. Barry Creelman on behalf of the Surrey 
Co-operative Association. 

Mr. Creelman and his Association have been | 
interested for a period of years in freight rate matters, 
and they represent a large group of farmers in Fraser 
Valley, not too far distant from Vancouver and I will 
ask Mr. Creelman to read his brief. 

THE CHAIRMAN: Mr. Brazier, I think we 
realize that part of this has been subject to investiga- 
tions before the Board and the court, and we are not a 
Court of Appeal but we do want to hear the brief because 
it is a matter of interest. 

MR. BRAZIER: As a matter of fact, Mr. 
Chairman, his same matter, I think I can safely say, 
has been before the Board on at least two occasions and 
the Board -- and finally the Supreme céant of Canada 
in interpreting the statute found against the submissions 
that were made, and if relief is to be given then it 
will require a récommendation from this Commission by 
way of an amendment to the Railway Act. 


THE CHAIRMAN: Well, we will hear it. 


5 7 9 2 wsvuoensy — | . 
es: ysbeslat - ea) MO, ie 
| Ore ~28 eIsETd sy Tin’ es 


sail 08.8 4m gat 


_ one (ON aie _— 


4 “tebio of somos soy LL fw. AMAA ane | bie 
> | crotNeid aM .sesetg .wemetineg | 8° 


ersdmem bre cemxtedd .iM :RaTSAfa SAM TA 
ad [fiw gatotom elit totid tent? end ee 
gortmme orit To ifiened ao asmleend yrtse .1M yd erred ‘i 


| 
| 
| an oviteuego~o0 
| mised syart notisiooaeA etd bas asmisexd " 

; 


| yetedtem svat trigtex? af ersey to bolr9q & 10% besecreint |S? 
| 1Se6T% of apearrel to quous spiral s taSeerget yens bas 
| {ftw I bas xevsoonsV mow taetealb «st ood gon vettey [AE 
| .teiud eld best of mamieet) .oM des 
| ow Notid I .1eisexd .aé ?UAMALAHO GAT 
. -agivesval oF Jost{dyue meed esd aint to dusq tend exiisert | 
; : hap 
| & Jom 318 Sw bre ,tuueo ent Bae busom edt etoted enoty |” 
9huseed Teind osdd ween of tasw ob sw stud iseqgA to t1w0D 
-tastetat Io vedtem 6 at ge I 


‘mM .tgos2 to t80gam & eA sHeIRAAG JAN 


yistse aso I waist I .tetdem omee etdd .nemittsdd 
bis anolssooo ows nia 3s no brsod siz wrested 190d eed | 
shane? to duw9d didnt. ont yifsart bas -- breod sit 


| eaotaa tmdue eit Jentseas bawot ovuisde silt aatterqredat at ah 
. ta 


Ji aedd asvka ed o¢ at totier Tt bas .obaa onew tadd 
yd nolectmmod ats? mor? Shey. 2 coat aay 
-toA yewLlsa. ond OF 


mits 186K if tw ow atest 
7 ie 

had 

eat 


ets 


* ANGUS, STONEHOUSE & CO. LTD. Creelman, dir 6802 
TORGNTO, ONTARIO 
(Brazier ) 


BARRY CREELMAN, called 


THE WITNESS: Mr, Chairman and members of the 
Royal Commission to review Railway problems. This brie 
is presented on behalf of the members of the Surrey 
Co-operative Association with office and plant in 
Cloverdale, B. C., and with ewe pranehes, one in 
Abbotsford, B.C. and one in Ladner, B.C. 

The Surrey Co-operative Association is a con- 
sumers' supply cooperative with over 8,000 members in 
the Lower Fraser Valley. The most important function 
of the Association is to supply its farmer members with 
their feed requirements for the production of poultry, 
dairy and livestock products. A very large percentage 
of the feed used in the lower Fraser Valley is a com- 
plete mixed feed, comparatively little feed grain being 
grown locally. Therefore most of the feed grains and 
feed grain by-products requirements are bought from 
the prairie provinces or the Peace River area in 


British Columbia and freight costs are very important 


stock products in the Fraser Valley. 

There are two freight rates applying to grain 
moving from the prairie provinces to the terminals in 
British Columbia, that is the export rate and the do- 
mestic rate, while grain moving from the prairie pro- 
vinces to the terminals at the lakehead all goes for the 
one rate, which is called the Crow's Nest Pass rate and 
is on approximately the same mileage basis as the 


| 
in the cost or production of poultry, dairy and live- 
export rate to the British Columbia terminals. 
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* ANGUS, STONEHOUSE & CO. LTD. Creelman, dir 6803 
TORONTO. ONTARIO (Brazier } 

When the Crow's Nest Pass rates were last 
established in 1925 they only covered the freight 
rates on grain moving from prairie points to Fort 
William and applied to all grain both domestic and 
export. 

The Board of Transport Commissioners ordered 
that grain shipped for export from the prairie pro- 
vinces to the Pacific coast be on approximately the 
same mileage basis as the Crow's Nest Pass rates set 
by peel ieangt and established a different mileage basi 
for grain shipped to Pacific points for domestic use in 
British Columbia. 

The rates established from Edmonton or 
Calgary to Vancouver or New Westminster for export were 
20 cents per 100 pounds and for domestic 414 cents per 
100 pounds. In 1933 the railways instituted Tariff 
145 which reduced the domestic rate by 114 cents per 
100 pounds. Thus the rate for domestic grain was 
30 cents from Edmonton or Calgary to Vancouver from 
1933 to July lst, 1951 when the railways abolished 
Tariff 145. The present rate from Edmonton to 
Vancouver for domestic use is 74 cents per 100 pounds 
and from Calgary to Vancouver for domestic use is 66 
cents per 100 pounds while the export rate is still the 
+o at 20 cents per 100 pounds from both places. 

There is absolutely no difference in the 
handling or the-equipment used for domestic or export 
grain. The cars are the same and they come on the 


same trains;in fact very often grain is shipped to the 
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Re thals in Vancouver at the export rate and then 
months later moved from the terminals for domestic use at 
which time the railways receive the difference between 
the export and domestic rate. The farmers in the Fort 
William-Port Arthur area who use prairir grain, pay only 
the same freight rate on the grain they use as is charged 
for export to Vancouver and the amount of this rate is 
deducted from the initial price paid to the prairie 
grain producer, 

So that you will fully appreciate the extent 
of the cost of freight on feed grains and feed grain 
by-products in the lower Fraser Valley, I will explain 
the basis on which these products are purchased. Wheat, 
oats and barley produced in the three prairie provinces 
must be purchased through the Canadian Wheat Board who 
have as their agents the elevator companies such as the 
Wheat Pools, the United Grain Growers, the Searle 
Grain Company, the National Grain Company, the Alberta 
Pacific Grain Company, etc. 

The Prairie grain producer must sell his grain 
to the Canadian Wheat Board who have the elevator com- 
panies on the prairie acting as their agents. All pro- 
ducers in the prairie provinces are paid an initial 
payment for their grain basis in store Fort William- 
Port Arthur for oats and barley, and basis in store 
Fort William-Port Arthur or Vancouver export rate which- 
ever is the lower for wheat. 

This initial payment is the same for all pro- 


ducers basis grade and shipping point. Thus a producer 
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of No. 4 wheat will receive the initial payment which 
is set by the Canadian Wheat Board this year at 1.25 
per bushel in store Fort William-Port Arthur or 
Vancouver export rate, less handling charge of 44 cents 
per bushel, less the freight to Fort William-Port Arthur 
or Vancouver export rate whichever is the lower. 
An example, 
A farmer in Edmonton receives for 

No. 4 Wheat 1.25 per bushel 

less elevator handling charge 

of 44 cents per bushel 

less export freight rate to Van- 


couver of 12 cents per bushel - 16% " " 


Initial payment to farmer 
in Edmonton 1.084 " 3 


At the close of each crop year the Canadian 
Wheat Board make a final payment to all prairie 
producers of grains based on the final returns for the 
different grades marketed and this final payment is the 
same to all producers regardless of point of shipment 
as all charges have been deducted from the initial 
payment. 

The Canadian Wheat Board sets the prige each 
day that their agents the grain companies must sd21 grain 
both for domestic use and for export either from the 
lakehead terminals and from the British Columbia terminals. 

The price set by the Canadian Wheat Board for 
wheat for domestic use in the Fraser valley is a price 
in store B.C. terminal, Vancouver export freight rate 
paid. | 

The price set by the Canadian Wheat Board for 


oats and barley for domestic use in the Fraser Valley is 
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a price in store B.C. terminals, Fort William freight 
rate paid. | 
The export freight rate being on a comparative- 
ly low mileage basis varies very moderately between 
different prairie points. but the domestic rate being 
on a very much higher mileage basis varies very considera 
bly. Therefore to arrive at the cost of wheat, oats 
or barley for domestic use in the Fraser Valley the 
original prairie shipping point must be determined and 
the difference in the domestic and export freight rates 
from this point to Vancouver in the case of wheat, and 
the difference in the freight rate from the prairie 
shipping point to Fort William and the domestic freight 
rate to Vancouver, in the case of oats and barley, must 
pe added to the price set by the Canadian Wheat Board to 
arrive at the cost for domestic use in the Fraser Valley. 

We Bingley that the consumers of feed grain in 
British Columbia are entitled to the same basic mileage 
freight rates on the grain they use from the prairie 
provinces as the people in the Fort William area enjoy. 
Vancouver and Fort William are approximately the same 
distance aan the grain producing area in the prairie 
provinces. 

An example of the very wide discrepancy pre- 
vailing in the cost to consumers of prairie grain in 


British Columbia and Fort William, I cite the following 


point: 
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TORONTO. ONTARIO 


(Brazier ) 
1 
Medicine Hat - Domestic rate to Vancouver 76¢ per 100 1b 
2 Export rate to Vancouver 23¢ ppr 100 lb 
Freight rate either domestic or export to 
3 Fort William - 24¢ per 100 lbs. 
4|| Marwayne - Domestic rate to Vancouver 79¢ per 100 1b 
Export rate to Vancouver 24¢ per 100 lb 
5 Rate to Fort William 25¢ per 100 1b 
6 The following is an example of the method used 


7 to calculate the cost of grain to feed dealers for sale 
8| in the Fraser Valley: 
9 No. 4 Wheat 


10| Canadian Wheat Board price basis in store 
Terminals, Vancouver export freight 


11 paid per bushel 1.50 
12| add terminal elevator charges per bushel 3 
i. 
13 3 53 
Converted to per ton price f.o.b. Varicouver 
14 export freight rate paid 51.00 
15| jad difference in export and domestic freight 
16 rate (which varies tremendously depend- 
ing on the point of shipment 
7) painer Export rate to Vancouver 26¢ per 100 
18 lbs. Domestic rate» 80¢ per 100 lbs. 
diff. 54¢ per 100 lbs. 
si Airdrie Export rate to Vancouver 20¢ per 
20 100 lbs. Domestic rate 67¢ per 100 lbs. 
diff. 47¢ per 100 lbs.) 
= Say Falher per ton 10.80 
27 Add differential of 33¢ per 100 lbs. to 
Cloverdale over Vancouver oO 
93 Total cost per ton f.o.b. Cloverdale $62.50 


from which must be deducted freight assis- 
94 tance which is the amount of freight on domestic 
basis with Calgary or Edmonton rate whichever 
95 18 the lower the maximum allowed, less $5.00 
per ton. Freight Assistance to Cloverdale 
96 18 therefore, Calgary domestic rate of 66¢ 
plus differential to Cloverdale of 33¢ - 
97| 693¢ per 100 lbs. or $13.90 less $5.00 
per ton = or 8.90 


Net cost to feed dealers in Cloverdale $53.60 


29 
If purchased from Airdrie there is a differ- 


30 | ence of 1.40 per ton on domestic freight rate. 
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| The method used to calculate the cost of oats 

and barley for domestic use in the Fraser valley is 
the same as the method used to calculate wheat except 
that the difference added for freight is based on the 
difference between the prairie shipping point freight 
rate to Fort William and the prairie shipping point 
domestic freight rate to Vancouver. This difference is 
a little less on oats and barley from Alberta points 
than for wheat. 

The purchasers of prairie grain in Eastern 
Canada pay the price set by the Canadian Wheat Board 
each day which is based Fort William or Vancouver but 
they do not have to add anything further for freight to 
Fort William as the B.C. purchasers do for freight to 
Vancouver, Consumers in Eastern Canada have to pay 
additional freight beyond Fort William but so do the 
consumers in British Columbia pay an additional freight 
prea Vancouver, 

Our plant at Cloverdale is only 25 miles from 
Vancouver and we pay an additional 10 cents per 100 
pounds if shipped out of the terminals and 34 cents 
per 100 pounds if shipped direct to Cloverdale without 
going to the terminals. 

The price set each day by the Canadian Wheat 
Board is basis in store Vancouver or Fort William for 
wheat and basis in store Fort William for oats and 
barley. Therefore the difference of $10.80 per ton 
from Falher and $9.40 per ton from Airdrie (as shown 


in the examples above) is additional cost to the 
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producers in the Fraser Valley. 

The St. Lawrence Seaway was opened in June 
1959 and has been and will continue to be a real benefit 
to prairie grain producers in particular and possibly 
a real benefit to Eastern Canadian livestock and poultry 
producers, 

The Canadian Wheat Board have two classes of 
wheat to deal with, I.W.A. and Class 2 which is sold 
for export and domestic wheat which is used in Canada. 
They have a devtaad price which they set each day for 
each of these classes of wheat. 

Export wheat is priced basis Fort William 
and basis Vancouver and the domestic price is always 
the same as the export price basis Fort William in store 
either at Fort William or Vancouver export freight 
basis. 

The Fort William price is the basis used in 
calculating the world price of wheat and the Vancouver 
price is above the Fort William price by the amount of 
the advantage Vancouver has over Fort William in ocean 
freight when selling to world markets. 

The Canadian Wheat Board are an extremely 
efficient organization and are endeavouring to obtain 
the best possible price for wheat on the world markets 
for the benefit of the grain producers of the prairie 
provinces, and must make commitments and sales far in 
advance of shipping dates. 

In order to take advantage of the benefits 


of the St. Lawrence Seaway lower freight rates to world 
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markets they raised the price of wheat at Fort William 
for export, which automatically put the domestic price 
up a like amount from either Fort William or Tancourer, 
by 5 5/8 cents per bushel on January 30, 1959 but 

did not raise the price of wheat for export from Vancouver 
because this was the amount that was considered would 

be the freight advantage to Fort William movement of 
grain when the St. Lawrence Seaway was opened. This 
must have proven right because the spread has remained 
approximately constant since that time, The point is 
that the wheat market did not go up but the St.Lawrence 
seaway gave an advantage of 5 5/8 cents per bushel to 
prairie producers in the price of wheat and the con- 
sumers have been called upon to pay this additional cost 
on all wheat used for domestic purposes. 

We are glad to see the prairie grain producers 
enjoying this benefit but feel it is one more reason why 
domestic users of prairie grain in British Columbia 
should be afforded the same evan freight rate to 
Vancouver as domestic users in Eastern Canada are 
afforded in grain freight rates to Fort William. 

In order to make clear the wide variations 
between export and domestic rates from prairie points 
to British Columbia and the effect it has on the users 
of prairie grain in British Columbia, I will cite a few 
examples to show that the farther away the inwopied 
point is, the greater the difference between the export 
and the domestic and this is the amount that the British 


Columbia consumers pay more than the Eastern consumers. 
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Cents per 100 lbs. 


Export Domestic Per Ton 

Freight 

Rate Rate Difference Difference 
calgary 20 66 46 9.20 
Airdrie 20 67 AT 9.40 
Ardrossan 20 TA 54 10.80 
Athabasca 22 76 54 10.80 
Barhead 23 76 53 10.60 
Bashaw 22 76 54 10.80 


Bonnyville 22 fag 55 11.00 


Q.. Do you wish to comment on that table? | 

fy, I just might say that it varies from $9.20 
to $11.00 a ton ine th these points which I have cited. 

There are hundreds of points that can be given, 
each with a different differential rate. 

Attached please find a sheet listing the do- 
mestic and export rates from Edmonton and Calgary to 
Vancouver, the freight assistance rates, and the rate 
from Vancouver to Cloverdale, and the arbitrary rate 
to Cloverdale if shipped direct to Cloverdale from 
prairie points, covering the years 1933 to date. 

The freight rate changes listed apply to all 
points and vary according to the distance from each point 
to Vancouver. 

The freight assistance policy of the government 
of Canada was instituted on November 18, 1941 and at 
that time provided for the payment of all the freight 
on domestic grain with Edmonton and Calgary rate the 


maximum. 
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1 

, Since 1941 this policy has been changed a 

: number of times and at present provides for the payment 

: of freight on domestic grain with Calgary or Edmonton 

: whichever is the lesser the maximum, less $5.00 per ton. 
F There is comparatively little grain of the grad 
y required by the feed trade in the Fraser Valley produced 
P at Calgary and all the additional freight differential 

9 beyond the Calgary rate must be paid by the consumers 

10 of grain in British Columbia. 

a Recommendations: 

w In the foregoing I.have tried to give you a 

& complete picture of wae halting of a from the 

i producer in the prairie provinces to the consumer in 

» British Columbia and the effect of freight rates on the 
~ cost of this grain. 

: ay We We believe that a real injustice is being 

ip perpetuated by the domestic grain rates on 

19 


grain moving to Vancouver from the prairie 


provinces and recommend that you strongly urge 
the government of Canada to pass legislation 
so that all grain moving to British Columbia 
moves at the same rate as all grain moves to 
Fort William, 

a If you are not willing to make this recommen- 
dation or are of the opinion that the govern- 
ment of Canada will not adopt this recommen- 
Weert urge that you recommend to the 
government of Canada to extend the Freight 


Assistance policy to cover the difference 
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between the export and domestic grain rates 
moving from all points in the prairie province 
to British Columbia and to have the Canadian 
Parliament make this permanent unless changed 


by an Act of Parliament. 
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Q. Would you like tomake any comment? 

A. Well, I would just say that the attached 
table covers the points Edmonton and Calgary only, and 
freight rates vary from different points, according to 
the mileages. The figures we have shown and the ex- 
planations on the left hand side are the changes, and I 
have explained what caused the mange and then given the 
effect of it over on the right hand side, 

Q. Mr. Creeland, when you make reference to 
domestic grain in your brief, I presume you are refer- 
ring to domestic feed grain? 

A. That is right, and grain by-products. 

Q. - » » Which is the product on which the 
subsidy is paid -- freight assistance? 


AJ yes, that is right. 


Q: At the top Sp. pige As 
"The price set by the Canadian Wheat Board 
for oats and barley for domestic use in the Fraser 
valley is a price in store B.C. terminals, Fort 
William freight eats paid," 
Why falahe distinction made between wheat and barley and 
oats? 
an Coarse grains -- oats and barley -- the 
big eheeet for these grains is jin Eastern Canada, and 
there is comparatively little ee the 
paren’ in to Vancouver because of the advantage that 
the prairie producer in Alberta would gain if it was 
basis Vameouver as well as Fort William, the same as the 


wheat, and the market being mostly in Eastern Canada the 
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Canadian Wheat Board have not allowed oats and barley 
to be priced Vancouver as well as Fort William. 

Q. Just one other thing: on page 6 you refer 
to two classes of wheat; I.W.A. and Class 2. The 
abbreviation "I.W.A." has various meanings in this 
province; is that a grade of wheat? 

A. International Wheat Agreement. 

Q. It is a grade of wheat? 

A. No, no, It is wheat sold to the countrie 
who are joined into the International Wheat Agreement 
and have agreed to take so much wheat. Export wheat 
can be sold to countries outside of the Wheat Agreement 
at a different price than contracted for in the wheat 
agreement, but as long as wheat has been remaining in 
the minimum and maximum provisions of the International 
Wheat Agreement prices, I think the export price is all 


the same. 


CROSS-EXAMINATION BY MR, CUMMING: 

Q. Mr. Creelman, on the first page of your 
brief in the second paragraph, you point out that the 
freight costs on feed grains and feed grain by-products 
are a very impertant factor in the cost of production of 
poultry, dairy and livestock products in the Fraser 
Valley. Have you any figures that would show the per- 
centage relationship of those costs to the selling price 
of the products that are involved, or are you ina 
position to develop those and let us have them? 

A, It would be very difficult for me to give 
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you a real concrete answer to that. I can say that 


Staede 20 oberg 6 Bt aly Dy aye, 
efrtmes edt oF ‘bloe tsedw at tI yom yom GA : 
cneneorgh tae Lariottantede odd odmt beatoyea,odw | 
| teedw drogxll ints: tiem a atehaatiaas aaa 
tases tgs teed eft to shtatyo asitsasoo oF blos ed ado {. 7 | 
isedw eis at 202 betoertace madd solag Jnexre li tb a 3a ey 


ni gniciane: need ead teedw es, andl es gud ,soomeexgs | 


fsnotdantetal eid to atolatyorg mumixem bas swmtaim edt 


fis et eoiua guxooxe sdt writs Lf adodng trsmeetgA tsedw tt 


.omse sit 


Toy to S4e2q Jartli sae Ao ~nemieer a 7") | js 
| ois tady tuo tabog oY viaiedianadhta bnooee oag al retad | us 
| etoubotq-yd aistg best Bas snkery Heel mo atzoo Jdgiexrt iss 
to aolvevbourg 10 Jaoo arid at Surnet ines YIov & 8TS jes 


| “ses edt ol atouboug dootasvil bas yrtab .yrtlvog 


> 


~ieq e723 woda Bluow tads eeruett ye wor evel «ysilsv 


| eotig yniifeea ent of adaoo seéndt to ginanoltale: eastneo ~ a 
| & at woy at8 10 vbeviovat exe dans edouborg eft 10 | ; 
| °mend sved ev Jel baw ead qolsveb o2 norsieog 

ovis ot om 101 tivolTe£b UTSV ad ‘bLpew. or A fe se i a rn 


anes “4 : 
3eH3 vse nao I ant ot seman stones tai» woe 


sls inset a MMMM ts Wg 6818 
(Cumming ) 


wheat, for example, is delivered to our members on their 
farms for $61.25 a ton, I think it is, at the moment, and 
the freight rate that we would pay would be $10.80 over 
the export rate. So, you can see that relationship to 
wheat, and that we receive $8.90 a ton freight assistance 

Q. What I really had in mind was the freight 
costs on these products in relation to the selling price 
of your members! produce -- but that is drawing much too 
long a bow? 

+ Oh, no, I couldn't help you. 

Q. You contrast the situation in which your 
members find themselves with that of the farmers in the 
Fort William and Port Arthur area: can you tell the 
Commission the extent to which your members are in com- 
petition with farmers in that area in the sale of their 
products? 

A. I doubt if we are in competition at the 
present time to a very great extent. 

Q. You are not sharing a commong market? 

A. No. Occasionally Ontario does ship 
broilers and eggs up to this market, but it is not too 
often. 

Q. On page 6 you speak of the differentials, 
10 cents a hundred pounds if these grains come to Van- 
couver and go back to Cloverdale, and 34 cents if 
shipped direct: what is the practice in the movement -- 
is most of what you handle coming direct to your plant 
at chevewdite? 


A. Most of it comes direct to Cloverdale. W 
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try to save that 64 cents. 

Qe In the table at the bottom of page 7, 
just so we can have the situation clearly before us, 
you show in the right hand corner the per ton differ- 
ences: that, I take it, from what you said before, is 
before the feed grain assistances are paid, is it? 

A. That is right. 

Oy On page 8 you point out that there is 
comparatively little of the grain required by the feed 
grain trade coming from the Calgary area, and the greate 
proportion comes from east of that point; can you tell 
us just what those relative proportions are? 

A. No, not exactly, but it would be a very, 
very small proportion that we would be able to take ad- 
vantage of the best rate from Calgary. Everybody in 
the feed trade is grabbing what available products there 
are from these good points as they become available, and 
the majority -- oh, ninety per cent, I would say -- comes 
from higher costs than the Calgary point. 

Q. Can you tell us in round figures the 
total annual cana that are made to the members of 
your Association under the Feed Grain Assistance Act? 

A. Yes; last year, 1959, the members of our 
Association benefited by $327,000 by the freight assis- 
tance. 

Q. Would that be a typical year? 

A. Well, our business has been expanding. 

It is perhaps the highest we have had because we have 


done a bigger volume of business; but, the year before -- 
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I can give you that figure for the year before too, 

Q. Yes. please; are you referring to 1959 
when you say "the year before"? 

an I said 1959 was $327,000. In 1958 it was 


$259,950. 


CROSS-EXAMINATION BY MR. FRAWLEY: 

Q. Mr. Creelman, I want first of all to 
compliment you on the persistence of the Surrey Co-op 
in keeping this matter alive and bringing it before in- 
vestigating bodies on every occasion. I want to say 
that while I have some differences with you that I 
certainly think you are entitled to a big E for effort. 

You will agree with me that the real reason 
for this anomaly that you call attention to is that 
whereas in the Crow's Nest Pass Agreement and in the 
Statute of 1925 the words were simply, "grain to 
Fort William", on the contrary, when the Transport Board 
made its special Order in 1925 applying the Crow rates 
westbound, they added the words "grain to Vancouver for 
export", and that is what makes the distinction? 

A. I presume that is right; I don't know. 

I am not acquainted with those. I know the effect it 
has on us. 

Q. Now, as you know, the scale of rates which 
moves your domestic grain from Alberta origins to 
destinations in the Fraser Valley is the same scale of 
rates that moves the domestic grain all over western 
Canada? 


A. yes, I believe that is right. 
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Qe So, you see the situation which requires 
me to take some exception to your scheme and it is 
simply this: the mileage from Fairview to Lethbridge 
is 670 miles, and the mileage from Calgary to Vancouver 
is 641 miles. If you will take that from me, that 
first mileage is approximately right -- from Fairview, 
in the Peace River country, ito Lethbridge is 670 
miles, and the mileage from Calgary ts Vancouver is 
641 miles. You have to pay the domestic rate on the 
grain that is taken out of the terminals in Vancouver 
and used in the Fraser Valley -- you have to pay the 
domestic rate, do you not? 

A. Pardon? 

Q. You have to pay the domestic rate on any- 
thing you take out of the terminals in Vancouver and use 
in the Fraser Valley? 

A. Yes. 

Q. And the feed lot in Lethbridge bringing 
seein from Fairview, for roughly the same miles, would 
have to pay ce same rate? 

Bi If he brought any down from Fairview, he 
would, but I doubt if anybody in Lethbridge would bring 
grain from Fairview. 

Q. You say there is no movement of domestic 
grain from the Peace River country down into Southern 
Alberta or a part of Alberta for the big feed lots in 
the southern part of Alberta? 

A, No, I don't say there is no movement, but 


I would not imagine it was anything very serious. 
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Q. Well, if there was a movement at all, 
then the feed operator in southern Alberta would be pay- 
ing tne domestic rate? 

A. That is right. 

Q. And after your proposal was accepted -- 
because you see, you are limiting it to the movement 
from Alberta origins to Vancouver -- you are limiting it 
to just that, aren't you? 

A. Not necessarily. That is wnat we ask fo 
-- that is what we are interested in. 

Q. Well, will you go along -- because this 
is exactly what I asked Mr. Brazier when he contested the 
thing in the Supreme Court of Canada -- will you say 
tnat you would like to have the whole of the prairie 
scale on domestic grain brought down to the export level? 

A’: I am not familiar enough with that, but 
we are asking that we be given parity with Fort William 
in the movement of this grain here to British Columbia. 

Q. Well, that is one way of putting it: you 
are asking that the domestic rate be brought down to the 
export rate, then? 

A. That is right. 

Q. But you are limiting it to the movement 
from prairie origins -- chiefly Alberta, from your 
example -- to Vancouver? 

A. Most of our grain comes from Alberta 
because we are closer to Alberta. 

Q. That is right. 


A. And we are asking it be given the same rate 
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as the export rate. 

Q. I am just putting it to you that to be 
consistent you could not possibly have a rate structure 
that would give the movement of domestic grain from 
these Alberta origins to Vancouver a reduction from 76 
cents down to 23 cents, in the case of Barnhead, but 
leaving the rate from Barhnead to some other place in the 
prairies, of similar mileage -- leave that at 76 cents? 
That is what I find wrong with your proposal. 

A. Well, we have that situation now. We 
have from Barhead to Vancouver two rates. 

Q. That is right. 

A. You say we can't have it, but we do have it 
now, and we would like to get that part of it cleared up. 
| Q. I quite understand, but in doing so you 
would have the domestic movement from Barhead to Vancouver 
reduced peak, 76 to 23, and you have a domestic movement 

from Barhead to some other point left at 76; it is as 
‘aikeie as tnat. 

A. If it went from Barhead to Fort William 
it would not be 76; it would be at the same rate as it 
comes nere, 

Q@. No, not to Fort William east. Take the 
mileage from Barhead to Vancouver as 800 miles, say -- say 
it is 800 miles? 

A. yes, 

Q. Take the movement from Barhead 800 miles, 
and you would say, "Just leave that rate alone. We are 


not concerned with that, Reduce our rate from Barhnead 
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TORONTO, ONTARIO 


(Frawley ) 

1 

to Vancouver and knock it down to the export rate, but 
' leave all the other parts of western Canada grain 
: mileage scale the way it is." Do you see the situa- 
4 

tion? 
5 

MR. BRAZIER: I would suggest to Mr. Frawley 

; that a more comparable situation would be to wove a 
point 700 miles from Fort William today. It would not 
, be Barhnead, It would be some other place, He said he 
ui wouldn't want two scales to exist, but, they already 
4 exist at a point 700 miles from Fort William, and they 
‘3 have only one rate into Fort William. 
13 MR, FRAWLEY:- I understand the anomaly very, 
‘4 very well, and it simply arose because when the Crow's 
13 Nest oh Agreement was being made they simply said, 
‘6 "Grain to Fort William" -- whether for export or domes- 
ij tic. When they made the Order going westbound they 
18 said, rightly or wrongly, "Grain from the prairie 
15 origins to Vancouver . . .", and they added the words 
6 "for export", and that makes the anomaly in the freight 
01 structure of which we are all very much aware. As far 
22 as I am concerned, I think the Surrey Co-Op is entitled 
93 to lots of credit for bringing that anomaly before 
9A investigating bodies stucn as this. All I can say, in 
95 fairness to the whole of the movement of western grain 
6 within Western Canada is that you would have a chaotic 
7 situation if you only reduced westbound rates to Van- 
28 couver down to the export level and left the rest of 


29 the Western Canada domestic grain rate scale at its 


30 present level. That is all I am speaking about. 
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Q. Mr.Creelman, I just want to ask you a 
couple of things. What percentage of your grain now 
coming down into the Fraser Valley moves over the PGE 
from the Peace River country? 

A. I don't know the percentage. At certain 
times of the year it is quite a high percentage and at 
other times, as the grades that are available in the 
Peace River area are used up and are not available, we 
bring it from other places; but, there is quite a volume 
comes on the PGE now. 

Q. I am looking at the map filed by the 
Province of British Columbia, and the PGE terminals now 
are Fort St. John and Dawson Creek, At the railhead 
at Dawson Creek, is grain drawn from very far -- from 
Alberta farms? 

A No, I don't think so. 

Q. That all moves on the Northern Alberta 
Railway down through Edmonton? 

A I think so. 

Q. I am thinking of places like Hythe that 
is very close to the B.C. border; it would meve east 
and south over the NAR? 

A. I would say so, but I don't know. 

Qo At the moment you are not getting regularl 
your supplies over the PGE? 

A. Not regularly, no. 

MR. McDONALD: Mr. Chairman, I have no ques- 
tions of this witness. I just want to state our posi- 


tion: this matter has been threshed out before the Board 
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and also went to the Supreme Court of Canada, and as 
far as the Canadian National is concerned we do not 
want any more grain carried under the statutory rates, 


which we are carrying at a loss. 


CROSS-EXAMINATION BY MR, SINCLAIR: 

Q. My name is Ian Sinclair, and I represent 
the Canadian Pacific. Is it the position of the 
experienced management of the Surrey Co-op that they 
pay the freight rate on this domestic grain and their 
customers pay the freight rate on this domestic grain? 

A. We pay the freight rate on the domestic 
grain -- the difference between the export and the 
domestic, less the freight assistance, 

Qe And if the freight assistance wasn't 
there, you would pay the full rate less the export 
figure? 

A. That is right. 

Q. You would pay it? 

A. We would pay it. 

Q. And if a eesuee in the prairies said he 
paid the domestic freight rates, he would be wrong, in 
your opinion? 

A. That is right. 

Q. And if there wasn't a feed grain assis- 
tance, in your opinion, would the movement of feed grain 
from the prairies be adversely affected -- would the 
volume fall off? 

A. It would, I believe, in my opinion, 


Qe You said to my friend Mr. Frawley that you 
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didn't know about what happened in 1925, but you do say 
on page 1 of your brief that when the Crow rates were 
last established they only applied to Fort William. 
I suggest to you that in the amendment made in 1925 
there was a provision that made it necessary for the 
Board to apply the Crow's Nest basis of rates both 
eastbound and westbound. 

A. I don't know. 

Q. You don't disaagree with that. You say 
that is a legal question in which you are not going to 
get involved? 


A. That is right. 
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TORONTO, ONTARIO 
(Sinclair ) 


Q. I see. Now, Mr. Creelman, would you 
suggest to this Commission that they recommend that 
the statutory grain rate basis which is now in effect 
to Fort William would only apply to export grain and 
would not apply to any domestic grain that moves 
eesoune Fort William? 

A. No, I wouldn't suggest that to the Com- 
mission. 

Q. You wouldn't? 

A. No, 

Q. That would put Fort William on a parity 
with Vancouver, pana ta it? 

A. Also raise the costs, yes. 

Q. But yu wouldn't suggest it? 

A. No, I certainly wouldn't, 

THE CHAIRMAN: He has nothing against Fort 
William, 

MR, SINCLAIR: That 1s all I have, Mr. Chair- 
man. 

Now, of course, Mr. Chairman, I would like to 
say to Mr. Creelman that I think this case goes back to 
Senator Reid citing it before the Board, which he did 
without bagpipe and whip. And I must say that it is an 
old problem,and notwithstanding the problem, the growth 
of the lower mainland poultry industry, I think the 
Commission might well take note of, has gone forward and 
has brought people like Mr. Creelman who, with all their 
difficulties and problems, still seem to be able to pre- 


sent the same arguments with new twists every time. 
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BY COMMISSIONER ANSCOMB;: 

Qe Mr. Creelman, do I understand you to say 
in answer to Mr. Sinclair that you thought the volume of 
grain would fall off -- that is, grain coming westward -- 

if the grain assistance was not granted? 

A. yes, Mr. Anscomb, For domestic? 

Qe Yes. wetrmtag you think that? 

A. It would increase it to much more than 
$8.90 per ton, That is the maximum we get, and with 
that additional cost, and with the condition of the 
poultry and livestock industry in British Columbia, I 
feel sure that a great many producers would be forced out 
of business. 

Qe Well, will you just tell me -- because L 
am not in the poultry business -- why would they be 
forced out of business? 

A. If the price went up sufficiently for eggs 
to offset it, they would probably stay in business. 

Q. Will you take me to that point? Let us 
assume the price of eggs went up. They would have to go 
up, wouldn't they, if your costg rose? 

A. No, Unfortunately, Mr. Anscomb, the 
farmer is not able to pass on his costs in the prices he 
sells his product for. 

Q. Where would your competition for eggs come 
from if they were not produced in the Fraser Valley? 

A. Oh, California, Washington, Alberta, 


Saskatchewan, 


Q All right. Did they come from there befor 
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ANGUS, STONEHOUSE & CO. LTD. Creelman 6830 
TORONTO. ONTARIO (Anscomb ) 

this feed grain assistance was granted in the first place 
say, were they produced in the Fraser Valley? 

A. They possibly came -- at times they come 
from Alberta now, | 

Q. Yes, yes. What I am trying to arrive at, 
and I find tremendous difficulty with some of these 
things. I was in the farming business myself, only 
I was in the loganberry business, which are aged to make 
people mellow; eggs don't make people mellow. As I 
understand it, the feed grain assistance was done during 
the wars; wasn't it? 

A. It was instituted, yes. 

Q. yes, it was instituted for a specific 
purpose. Is it the idea of all the farmers across Canad 


that the war situation had to go on in perpetuity in 


peace? 
A. We would ask, Mr. Anscomb, that in the 


first place the freight rate -- the domestic freight 


rate -= be reduced to the export market, and if so -- if 
that is done -= recommendation No. 2 does not follow. 
And, we wouldn't need that freight assistance, 

COMMISSIONER ANSCOMB: All tee thank you, 

THE CHAIRMAN: Under existing circumstances, 
I take it that you believe the freight rate assistance 
to be of great importance to agriculture in British 
Columbia? 

THE WITNESS: I agree. I believe that, Mr. 
Chairman, 


THE CHAIRMAN: And you know that it has been 
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renewed year after year? 

THE WITNESS: I know that. 

THE CHAIRMAN: You would favour a continuance 
of it? 

THE WITNESS: Yes, definitely. 

THE CHAIRMAN: You would oppose any end of 
it? 

THE WITNESS: As long as our freight rates 
remain on the domestic basis against the ehocoueusuek 


we would oppose any end to it very violently. 


BY COMMISSIONER MANN: 


Q. Mr. Creelman, to cover the other side of 
the waterfront with Mr. Anscomb, without indication of 
how we hear about the matter, have you ever tried to 
get the feed grain freight assistance raised to cover 
the differential between the domestic and export rates? 

A, We have never asked for it. 

Q. Have you ever ghought about it? 

A. Yes. 

Q. What has held you back? This may be 
a difficult question to answer. 

A. It is a difficult question. 

Q- I understand. Could you refer to page 
of your submission, Mr. Creelman, in the third full 
paragraph on page 6. You talk about the St.Lawrence 
and its influence on the prairie grain producers in 
particular, and you say it will also be possibly a real 
benefit to eastern Canadian livestock and poultry 


producers, 


.taie' wot x 


| Sonuntaeion 8 awover bibew Hoy” 


Visdiatieh ey rRasKneW aut ade 


to Bile yas eadqgo Bliow LOY o AME ARO al braun: 


,8tesd trogxe ent tantans ataad  eddastiob oso 0 ate 
Br) 


“itneioly ywev tf of bre yas 3 vee bivow ow | 


iaumee %.. 

Jo ebla tedto add vevoo of  MEMLHO%O Se 2 | | 
to needantnt duo cit tw .dsooewA aM cide snot Iotew oad 
ov beias teve LOX dink a etiam oct itwods shod ow wed || 


© 


Brat aT, | ) | 
Bie | oo8r trigian? THO as grot eA 88 swrrw oe 
“avon of beetles constakeas Iighor? mise pest edt toy | 
ee ot 
fender troqx® bis ottsesmob ong neswsed IstaneneTIkD od 
tt 101 betes yeven ase Ah 
{si dtwods sdgvona weve voy, evel 2 
asy A Daa 
| 


od yam alot Taos a bLed a Bel tom ed Ye 


nol taeup stuottats B&B at $1 la a a 


B *y8q oF aster voy {ned sbretensbas 2) eae ke 


ry Pri aethe : 
Clot bertdt odd mt tismbees, a Mioteatadue oe 2 
Mt | aa 


soneuwa. $2 ond tuods tes oy a ) eq 0 > ge 


‘ ba 
y 


, Vitineg bas Houma 


i) alba, i nh) 
oo | mia 
. 


| ig Yea by naa 


2G) val “9 


- 
y 


wt 
Ht 


f 
Ta 


29 


30 


©. 
snl 


f 


ANGUS, STONEHOUSE & CO. LTD. Creelman 6832 
TORONTO. ONTARIO (Mann ) 

I wonder whether you would be good enough to 
tell us in what way it has been the case for eastern 
livestock and poultry producers? 

A. I say the St. Lawrence seaway was opened 
in June, 1959, and has been and will continue to be a- 
real benefit to prairie grain producers in particular 
and possibly a real benefit to eastern Canadian live- 
stock and poultry producers, 

Q- What have you in mind? 

A. I have in mind the reduced freight costs 
from Fort William down to Eastern Canada because of the 
St. Lawrence seaway. 

Qe I see, 

a. That is what I had in mind, 

Q. Yes. You don't actually know whether it 
has been,as a result of the first season, a real benefit? 
A. No, I don't know. 


COMMISSIONER MANN: I think that is all I have. 


BY COMMISSIONER PLATT: 


Q. Do you think that when tne PGE gets 
better established and draws from a larger area in the 
north that most of your feed grain is likely to come 
that way? 

A. That is a hard question to answer because 
at the present freight rates there is a breaking point. 
I don't know just where it is. You see, Siey will 
come from -= I would say that our oats and barley 
definitely would come from there, because oats and bar- 


ley, being based on the Fort William basis, and these 
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1 

points being a long piece from Fort William, they have 
: quite a reduction in the producer's price to what they 
‘ have in eastern Alberta. So our price would be less 
on those grains, you see, You understand that? 
So, I think our oats and barley would definitely 
" come from there, if there was production there for them, 
e Qe If I were you, I wouldn't count on the 
F barley situation remaining the way it is. 
Do you also think there is a good possibility 
1 that those people might give you rough competition by 
12 shipping their eggs and that sort of thing down through 
13 bedi PGE? 
14 A.wenthey could. 
15 Q. There is a movement in that part of the 


16 country now, isn't there, to switch to quite an extent, 


17 or at least to explore the possibilities of doing that? 
18 A, I don't think there are enough eggs pro- 
19 duced up there at the moment to affect that, but it 


20 could happen. 


1 Q. You know how quickly eggs can be produced? 
22 A, Oh , yes. 
23 THE CHAIRMAN: You have found that out during 


24 the past few months. 

25 THE WITNESS: Yes. 

6 COMMISSIONER PLATT: I think that is all, 
27 thank you. 

28 THE CHAIRMAN: Mr. Creelman, how do the 


29 freight rates on the PGE compare with the CPR and 


30 Canadian National? 
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THE WITNESS: Well --- 

THE CHAIRMAN: Are they higher or lower, 
mileage-wise? 

THE WITNESS: Mileage-wise, 0h, I presume 
they are about the same. I am not sure mileage-wise, 
but from Dawson Creek to Cloverdale the rate is 14,80, 
74 cents a hundred, and from Dawson Creek to Cloverdale, 
pen ane NAR it is exactly the same, 14.80. That is 
including the 34 differential, and everything. But the 
freight rate from Calgary to Cloverdale over the CPR 
is 66 plus 34, so it is 694 against 74 from Dawson 
Creek. 

Edmonton is 74, I believe, plus 34, which 
would be 773, against the 74 from Dawson Creek. 

THE CHAIRMAN: But over the PGE there 
wouldn't be nearly as much mileage. It is closer to 
Dawson Creek by PGE than around the other way, isn't it? 

THE WITNESS: .. Oh, definitely. 

MR. BRAZIER: I am instructed, Mr. Chairman, 
that the rates on NAR were reduced when the PGE was 
finished into the Peace River area. The mileage being 
lesa; ibhe MAR Gid. cut. their sabes bo meet che Pak, rates, 

THE CHAIRMAN: Yes. (hank you, Mr.Creelman, 

THE WITNESS: Thank you, ‘Mr. Chairman and 
members of the Commission. We do appreciate the oppor- 
tunity of presenting this to you, and not as a Court of 
Appeal or something, but we believe this is a fundamen- 
tal problem that you will be looking at. 


THE CHAIRMAN: You feel you have a grievance 
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and you are here? 
THE WITNESS : That.is right. 
THE CHAIRMAN: -And we are here to listen, 
THE WITNESS: Thank you, 
THE CHAIRMAN: We will have a five-minute 


preak. 


---Short recess, 
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THE CHAIRMAN: All right, Mr. Brazier. 

MR. BRAZIER: Mr. Chairman, before presenting 
the next brief you will recall at the hearing in 
Victoria Mr. Bonner wae asked if he could supply a table 
s.owing the loads delivered and loads received from all 
connections, including the American railways, from the 
PGE, and we have pee Aba this prepared for the years 
1955 to 1959, and I would like to file ierag an exhibit. 
It is an extension of the table that is on page 8 of 
Mr. Bonner's brief. 

MR, CUMMING: That will be exhibit No. 117. 
---EXHIBIT NO, 117: Table showing loads delivered 

| and loads received from connec- 
tions from the PGE, 

MR, BRAZIER: You will notice that it includes 
loads delivered to and received from the Milwaukee 
Railway and the Union Pacific at Squamish, and it shows 
separately the loads delivered to and ea eedven from the 
Great Northern Railway at Vancouver, which were not on 
the original table. 

The next brief, Mr. Chairman, is presented 
on behalf of the dani poor Plaies Lumber Manufacturers! 
Association, and Mr. Tucker Battle will present the 
brief, and I would now ask him to read it into the 


record, 


 - 
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TUCKER BATTLE, called 


DIRECT EXAMINATION BY MR, BRAZIER: 

Q. Yes, Mr. Battle? 

A. Mr. Chairman and members of the Commis- 
sion, the Cariboo-P.G.E. Lumber Manufacturers! Associa- 
tion represents the principal lumber producers whose 
mills are situated on the provincially owned Pacific 
Great Eastern Railway. While the local rates are not 
subject to federal jurisdiction, the rates to the prairie 
provinces and eastern Canada are published by the 
Canadian Pacific or Canadian National and by the Canadian 
Freight Association respectively. 

In the first place, this Association wishes 
to go on record as supporting the brief and recommenda- 
tions of the B. C. Lumber Manufacturers' Association, 

Tne lumber industry is one of the most com- 
petitive of industries. On the one hand you have 
literally thousands of mills producing lumber under any 
variety of different conditions (all affecting their 
individual costs-6f production) and on the other hand 
thousands of potential buyers located in many different 
market areas all desiring to buy lumber at the lowest 
possible price. Even 25 cents or 50 cents a thousand 
board feet may be the difference between making a sale 
of lumber or not. If the difference becomes $1.00 or 
$2.00 the producer with the higher price will simply not 
be competitive or able to sell his lumber. Because of 


these factors it is essential that all producing areas be 
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able to sell their product in as many markets as pos- 

sible. The principal markets for lumber mills situated 

in the interior of British Columbia are the prairie 

provinces, eastern Canada and the central states of 

the United States. 

Lumbering is the principal economic activity 
in the area served by the Pacific Great Eastern Railway. 
There has been a substantial increase in lumber productio 
since 1950 and the following figures indicate the sane 
of shipments of lumber during the past few years: 

1956 ~ 19,583 
L957 = 17,358 
1958 - 24,032 
1959 - 33,954. 

I might also add that these are cars, naturally; 
carloads, and each carload you extend dsigny at 30, 000 
to the car, and the total of that would come to over 
a billion feet, which is between one-fifth and one- 
quarter of the lumber production of British Columbia, 
which is really amazing. | 

Geographically the area in which our members 
operate is situate in the interior of the province, 
although the southern terminus of the railway is at 
North Vancouver. However, it Sorte fe with the Canadian 
National at Prince George which is approximately the 
aevarapnein 1 centre of the province. At one point, 
namely Clinton, the Pacific Great Eastern Railway is only 
35 miles PTE from the main line of the Canadian 


Pacific Railway at Ashcroft. 
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Since 1953 the rates from points Lillooet 
south have been based on an arbitrary over the Vancouver 
(Group I) rates and those north of Lillooet on an 
arbitrary over Prince George (Group II) rates on 
lumber shipments to the prairies and eastern Canada, 

At the present time the rate structure for 
shipments to the United States markets has been much 
more favourable than to the Canadian markets, with the 
result that by far the largest part of our lumber is sold 
in the United States. Because of the competition of 
United States railways and the fact that American lumber 
rates are generally lower than Canadian lum ber rates, 
our producers are forced to sell in the United States 
markets, 

Our lumber is sold on a per thousand board feet 
basis and we think you get a more realistic picture if 
freight rates are stated on the same basis. Our lumber 
weighs on an average approximately 2500 pounds so that 
each 1¢ difference in the rate makes a 25¢ difference 
in: price :to,.the .producer, The arbitraries on the 
Pacific Great Eastern range up to 14 cents or more, which 
reduces the return to the producers by $3.50 per 
thousand board feet. 

The importance of this is further emphasized 
when considering our rates to Winnipeg when compared 
with rates from Pacific Coast areas. The rate from 
Vancouver and Prince Rupert to Winnipeg today is $1.40, 
which is competitive with rates from Washington, Oregon 


and California. Our rate from Williams Lake is $1.48. 
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The result is that a lumber producer from Northern 


California can ship his lumber to Winnipeg, which 
will pass over a number of different railways, at 
approximately $2.00 per thousand board feet less than 
our members. 

On the other hand, our present rate from 70 
Mile Station to Brandon, Manitoba, is $1.51 (as 
against $1.24 from Prince George and $1.40 from Van- 
couver) as compared to a rate of $1.53 to New York. 

These rates apply via C.N.R. or C.P.R. and in the case 
of shipments to New York we are satisfied that the 
Canadian Railways will expect to carry the traffic 

as far as possible on théir own lines. 

These are only two examples of the rate incon- 
sistencies we are faced with when shipping from the P.G.E, 
These matters have been discussed with both the C.N.R. and 
the C.P.R. for some time past without any success. 
Attached hereto are copies of letters dated March 2nd and 
6th, 1959, respectively, to the Freight Traffic Managers 
of the railways and to the Canadian Freight Association 
which set forth the Association's views in respect to 
this rate situation. 

All shipments to the United States involve more 
than one railway and no differential is imposed on the 
s hipper because of this factor. The question of? Joint 
hauls was one that was before the Royal Commission on 
Transportation in 1950 and it was strongly urged upon the 
Commission at that time that the Canadian railways should 


be required to grant the same rate to a shipper regardless 
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of whether or not the haul involved one or two railways. 
As a result of the Commission's recommendation the 
Railway Act of Canada was amended by adding to Section 
341 as subsection 4 the following: 

"(4) Where it is shown that the rates in the 
joint tariff exceed the rates in a single- 
line tariff for the same or similar dis- 
tances in the same locality, the burden of 
proof lies upon the companies to show to the 
satisfaction of the Board that there are 
greater costs involved in the joint move- 
ment, and only in such case shall the rates 
in the joint tariff exceed the rates in the 
single-line tariff. Reoes he Ly Se 55Rs 
1929, ec. 54, s. 33 1951 (Ond Sess.) c. 22, 
Phan Say 

It is our recommendation that. this prin- 
ciple should apply even in cases where the joint haul 
is between a railway under the jurisdiction of the 
Board of “ransport and one that is not, such as the 
Pacific Great Eastern. 

All of which is respectfully submitted. 
Extract from letter to Freight Traffic Managers 
of C.N.R. and C.P.R. dated March 2nd, 1959 : 
Re Your Tariff No. W-375-E: We have been 
instructed by the P.G.E.-Cariboo Lumber Manufacturers' 
Association to make application to you for a revision 
of the above tariff in respect to rates applying from 


shipping points located on the Pacific Great Eastern 
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Railway. 


As you are aware, there is a very substantial 
production of lumber and lumber products from mills 
located on the Pacific Great Eastern, We are advised 
at the present time that the shipments amount to 2,000 
cars a month or-more with the great majority of the 
shipments going to United States markets. Practically 
none of the shipments go to destinations in Western 
Canada. 

The members of the Association find that they 
must ship to American markets rather than to destinations 
in Western Canada because of the much more favourable 
freight rate structure which applies to American destina- 
tions. At the same time we would point out that 
American lumber producers on aS Pacific Coast as far 
south as Northern California are able to ship their 
lumber into many of the markets of Western Canada at a 
lower rate than mills on the Pacific Great Eastern. 

On shipments to the United States the C.N.R. 
receives a smaller proportion of the total rate than it 
would from rates to Western Canada. Shipments to 
Western Canada are only possible, however, if bDE rates 
are fixed upon a realistic competitive basis. You will 
appreciate that the members of the Association are 
anxious to establish markets for their lumber in Western 
Canada in order to give them wider marketing possipiii~ 
ties. 

The lumber produced at the mills on the Pacific 


Great Eastern is competitive with lumber produced at other 
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mills located in the interior of British Columbia rather 
than with lumber produced in mills located on the Pacific 
coast. Further, from its geographical location in the 
province the area in question is undoubtedly similar to that 
in other interior areas, At one point, namely Clinton, 
the Pacific Great Eastern is only approximately 35 miles 
distance by road from the main line of the C.N.R. at 
Ashcroft. We are further advised that at least two 
mills located just south of Clinton do in fact truck thei 
lumber to Ashcroft for shipment. 

It would appear from a historical review of 
the rates applying from the Pacific Great Eastern that 
they have been based upon an arbitrary over Vancouver, 

At the same time your special commodity rates now in 
effect do indicate that you have given some consideration 
to the competitive factors, 

The Prince George rate for many years has been 
established on a basis of equality with Kamloops. When 
the general revision of lumber rates from British Columbia 
was made in 1954 by agreement between the industry and 
the railways, a revision of the grouping between Kamloops 
and Vancouver was made, establishing the area between 
Trafalgar and Walhachin as an intermediate group between 
the coast and Kamloops groups; in other words, the Coast 
group was substantially reduced in size. So far as we 
recall no similar revision was made in respect to your 
main line west of Prince George, although there was in 
effect at that time one intermediate group. The members 


of the Association are of the opinion that the 
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geographical location of the Cariboo justifies the estab- 
lishment of the rates from that area ona basis similar 
to the rates applying from the group intermediate 

between Kamloops and the coast, and in no event exceedin 
the coast rates. The following competitive mileages 


would appear to justify this opinion: 


Regina Saskatoon Winnipeg 
Vancouver g Npeps M2 1,087.7 1,464.4 
Prince George 969.7 Nee glee 
Williams Lake 1,121.5 oe 963.7 1,430.8 
Boston Bar 996.2 953.2 1,332.6 


A great deal of consideration has been given 
by members of the Association to the construction of a 
rate struature that will be equitable to the railways 
and at the same time make it possible for the mills 
located on the Pacific Great Eastern to be competitive 
with other Lanber production from the interior of British 
Columbia in the markets of western Canada. Further, the 
members of the Association can see no real reason for 
the large number of bape rates presently applying 
from this area when in other parts of the province 
reasonably large grouping origi as have been established 
by the railways. These groupings on your main line 


appear as follows: 


Yellowhead to Avola 139.7 miles 
Wire Cache to Savona 135.0 miles 
Walhachin to Trafalgar 129.0 miles 


Trafalgar to Vancouver 96 miles 
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1 
: and on your north line as follows: 
p Yellowhead to Loos 126.1 miles 
a Loos to Miworth 118.8 miles 
: Miworth to Priestly 121.2 miles 
2 Priestly to Rupert 337.0 miles 
7 As against this, the total mileage of the Pacific Great 
: Eastern from Prince George to Vancouver of 465.9 miles 
9 has 22 different rate zones. 
10 After giving careful consideration to all 
1 these factors we make the roliowing request as to the 
12 revision which we consider will be reasonable and 


13 equitable to the shippers and to the railways: 


14 de That the shipping points on the Pacific Great 


15 Eastern be divided into three groups as follows: 
16 Group 1 = to extend from Prince George to 

17 Macalister, a abeurnde of 130 miles; 
18 Group 2 - to extend from Soda Creek to Fountain, 
19 a distance of 170 miles; and 

20 Group 3 - to extend from Lillooet to Vancouver, 
1 a distance of 168 miles. 


22 “a That rates be established from shipping points 


23 in Group 1 which are 6 cents over the Prince 

24 George rate, from shipping points in Group 2 

25 which are 12 cents over the ee George rate, 
26 and from shipping points in Group 3 which are the 
27 same as the rates presently applying from the 

28 coast group. This is based on our submission 

29 that the rates to be applied from the group 


30 should be based upon the Prince George rate as 
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1 
a minimum and the coast rate as a maximum, 

; The present differential between Prince George 
j and the coast is 20 cents, 

The members of the Association would be please 
; to discuss their proposal with you in Vancouver at any 
‘ time that can be arranged. They do feel that there is 
F an urgency about this matter and they request that such 
F a meeting be arranged as soon as possible since they | 
#6 wish to receive your final decision on this matter not 
ii later than March 15th next. 
12 We are forwarding a copy of this letter to the 
13 Pacific Great Eastern Railway Company and also to the 
14 secretaries of the other lumber associations in British 
15 Columbia. We are given to understand that there 
16 would be no objection on behalf of other lumber associa- 
7 tions to the establishment of the rate schedule above: 


set forth, although we have not had an opportunity of 
19 formally discussing the same with those associations. 
20 We are also making a similar application to the 
tl Canadian Pacific Railway Company in respect to their 
5)| ‘tariff No. W-200-B, and to the Canadian Freight RabSci4- 
23 tion in respect to C.F.A. tariff No. 113-B. 
Extract from Letter to Canadian Freight Association 
95 dated March 6th, 1959 
6 Re; Canadian Freight Association Tariff 
27 No. 113-B: We have been instructed by the P.G.E.- 
28 Cariboo Lumber Manufacturers! Association to make 
29 application to you for the revision of the above tariff 


30 in respect to rates applying from shipping points 
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located on the Pacific Great ei eaie Railway to Eastern 
Canada, 

As you are aware, there is a very substantial 
production of lumber and lumber products from mills 
located on the Pacific Great Eastern. We are advised 
at the present ise that shipments amount to 2,000 cars 
a month or more, with the great majority of the shipment 
going to United States markets. 

The members of the Association are compelled 
to ship to American markets rather than to destinations 
in Eastern Canada because of the much more favourable 
freight rate structure which applies to American destina- 
tions. At the same time we would point out that America 
lumber producers on eae ates Coast as far south as 
Northern California are able to ship their lumber into 
the markets of Eastern Canada at a lower rate than mills 
on the Pacific Great Eastern. 

On shipments to the United States the Canadian 
Pacific Railway Company and the Canadian National Rail- 
ways receive a smaller proportion of the total rate than 
they do from rates to Eastern Canada. Shipments to 
Eastern Canada are only possible, however, if the rates 
are fixed upon a realistic competitive basis. You will 
appreciate that members of the Association are anxious 
to establish markets for their lumber in Eastern Canada 
in order to give them wider marketing possibilities, 

The lumber produced at the mills on the 
Pacific Great Eastern is competitive with lumber produced 


at other mills located ,in the interior of British Columbi 
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rather than with lumber produced in mills located on the 
Pacific Coast. Further, from its geographical location 
in the province, the area in question is undoubtedly simi 
lar to that in other interior areas, At one point, 
namely Clinton, the Pacific Great Eastern is only 
approximately 35 miles distance by road from the main 
line of the C.P.R. at Ashcroft, We are further advised 
that at least two mills located just south of clinton 
do in fact truck their lumber to Ashcroft for shipment. 
It would appear from a historical review of 
the rates applying from Lillooet and north on the 
Pacific Great Eastern that they were based originally 
upon an arbitrary over Vancouver (Group 1), and since 
1953 on an arbitrary over Group 2, with maxima based 
on Group 1. It would further appear that south of 
Lillooet they have always been based upon an arbitrary 
over Group 1 rates. Araunlesuban years the base 
rates have been increased from time to time on the same 
basis as American lumber rates and the arbitraries 
themselves have been increaséd in accordance with general 
freight rate increases granted in Canada, This in itsel 
is, we submit, most unfair to shippers on the Pacific 
Great Eastern, 
The Prince George rate to Eastern Ontario, 
Montreal and Quebec is established on the basis of 
equality with Kamloops. The members of the Association 
are of the opinion that the geographical location of 
the Cariboo justifies the establishment of rates from 


that area on the basis of the Prince George rate as a 
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minimum and the coast rate as a maximum, Tnese rates, 


we are advised at the present time, are: 


Prince George to Toronto 1 53t 
._ Prince George to Montreal 1.58 
Vancouver to Toronto 1.58 
Vancouver to Montreal 1.60 


The following competitive mileages justify 


the opinion of the Association members: 


Toronto Montreal 
Vancouver 2,673.6 2,823.4 
Prince George 2,397.8 2,401.4 
Williams Lake 2,548.7 sD Je a 
Boston Bar 2,541.8 2,691.6 
Burns Lake 2,548.2 2,551.8 


A great deal of consideration has been given 

by members of the Association to the construction of a 
rate structure that will be equitable to the railways 
and at the same time make it possible for the mills 
located on the Pacific Great Eastern to be competitive 
with other lumber production from the interior of British 
Columbia in the markets of Eastern Canada. Further, 
the members of the Association can see no real reason 
for the large number of different rates presently 
applying from this area when in other parts of the pro- 
vince reasonably large grouping origins have been estab- 
lished by the railways. 

After careful consideration of all these 
factors we make the following request as to the revision 


which we consider will be reasonable and equitable to the 
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* ANGUS, STONEHOUSE & CO. LTD. Battle, dir 6850 


TORONTO, ONTARIO 


(Brazier ) 

1 

shippers and to the railways. 
3 h hg That the shipping points on the Pacific Great 
4 Eastern Ye divided into three groups as 
‘ follows: 
‘ Group 1 - to extend from Prince George to 
" Alexandria, a distance of 107.8 
3 miles; 
9 Group 2 - to extend from Marguerite to 
rm" Kelly Lake, a distance of 156.4 
1 miles; 
12 Group 3 = to extend from Moran to North 
13 Vancouver, a distance of 183.2 miles, 
i4| 2: That a rate of $1.55 be established from shipping 
15 points in Group 1 to Toronto and a rate of 
16 $1.58 to Montreal: 
17 That a rate of $1.56 be established from 
18 shipping points in Group 2 to Toronto and 
19 a rate of $1.59 to Montreal; 
20 That a rate of $1.58 be established from 
1 shipping points in Group 3 to Toronto and 
22 a rate of $1,60 to Montreal. 
23 The members of the Association would be 


24|| pieased to discuss their proposal with the representa- 
25| tives of your Association in Vancouver at any time that 
26| can be arranged. They do feel that there is an urgency 
27|| about this matter and they request that such a meeting 
28| be arranged as soon as possible since they wish to re- 


29|| ceive your final decision on this matter not later than 


30| April 15th next. 
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“ ANGUS, STONEHOUSE & CO. LTD. Battle, dir 6851 


TORONTO, ONTARIO 


(Brazier ) 

1 

We are forwarding a copy of this letter to 
; the Pacific Great Eastern Railway Company and also to 
; the secretaries of the other lumber associations in 
f British Columbia. We are given to understand that 
; there would be no objection on behalf of other lumber 
associations to the establishment of the rate schedule 
: above set forth, although we have not had an opportunity 
: of formally discussing the same with those associations. 
ms We are also making a similar application to th 
‘e Canadian National Railways in respect to their tariff 
ip No. W-375-E, and to the Canadian Pacific Railway Company 
i. in respect of their tariff No. W-200-B. 
14 Q. Have you any further comments which you 
15 would like to make, Mr. Battle? 
16 A. Yes, with the Chairman's permission. 
7 Our brief is very short, as you have noticed, 
18 because most of the ee on what the actual freight 
19 rate is were covered by the British Columbia Manue 
20 facturers' Association, and we heartily support their 
11 submission, but what we are mainly concerned with is 
22 our competitive position, and we are also concerned 
93 With the various areas of the Pacific northwest that 


24 have produced the same grades of lumber and which have 
5 sold it in the same places that we sell our own lumber, 
6 We want to be in a competitive position. 

27 So long as we have a tariff -- you might say a wall 

28 erected against us of up to 14 cents that we are ex- 

29 cluded from selling lumber in eastern Canada and in 


30 the prairie provinces, and ninety or ninety-five per 
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“ ANGUS, STONEHOUSE & CO. LTD. Battle, dir 6852 
paras, (Brazier ) 


cent of our lumber is going to the United States, which 
is fine today but it might not be tomorrow. 

We all remember the Smoot-Hartley tariff, 
that put British Colukbia out of business overnight by 
putting a duty of $4 a thousand where we had a duty of 
$3.50 against our lumber in Canada, so you can see that 
if anything happened to the American market what would 
happen to us. 

Only three weeks ago I returned from Ottawa 
on the question of FHA Standards in grade marketing; 
the entire Standards Committee met and we were able to 
take it up, but up until the time we were there lumber 
from Canada wnich came into FHA projects in the United 
States were going to be absolutely excluded, which would 
have meant that we Would have no alternative market and 
the people on the PGE would have had that wall against 
them, | 

What we want to know is very simple; why is 
it that we are unable to obtain competitive rates from 
points on the PGE to the prairies and eastern provinces? 

Here is an example: we go to the PGE and ask 
for a substantial reduction and they tell us they have 
nothing to do with rates as they are published by the 
Canadian Pacific and the Canadian National and the 
Canadian Freight Association. We go to the Canadian 
Pacific and the Canadian National and ask them for a 
substantial reduction and requesting meeting with them. 
Now, even though the PGE must have over a fifth of the 


lumber produced in British Columbia, to my knowledge, 
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~ ANGUS, STONEHOUSE & CO. LTD. Battle, dir 6853 
TORONTO, ONTARIO (Braz ier ) 


this meeting has never come off; they never offered to 
meet with us, and I am an official of the Association 
and I would know these things if they have. 

Well, the average person would think, "Well, 
if these people will not deal with you, why don't you 

"penalize them?" Or, you might say to the Canadian 

Pacific the next time their man comes around, "We are 
getting nowhere with you, we are getting a runaround; 
we are not going to order any more of your cars, we 
are going to order all Canadian National cars," and we 
do that for two weeks, maybe, and then the next morning 
we come down to open up the mill and every siding is 
filled with Canadian Pacific cars. Well, naturally 
you wonder why these things happen; you didn't order 
these cars, and you tell them to take them out and they 
say, "Well, there are no other cars available", and so 
youhave to lay off your vekddac erews and close the mill 
or use the cars they give you, and the explanation for 
that is, apparently, that there is some deal on between - 
the PGE and the Canadian Pacific and the Canadian Nationa 
that they will move the same number of each railway's 
cars. 

THE CHAIRMAN: You are talking of the Duoply? 

THE WITNESS: They nde moved 1,000 Canadian 
Pacific cars, and some times within a certain time, a 
specified time, they make them up with the Canadian 
National cars, so we are a captive market; nobody is 
paying any attention to us and we can't find out why it 
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* ANGUS, STONEHOUSE & CO. LTD. Battle, dir 6854 
TORONTO. ONTARIO (peandex) 
THE CHAIRMAN: It is what the prairies refer 
to as a squeeze? 

THE WITNESS: Exactly, and we don't like this 
and we would like -- if sot ship and produce one-fifth 
or more of the lumber, we think that the railroad should 
come around and make our acquaintance, That is not 
unreasonable, and none of these people from Winnipeg, 
or wherever these rates are made, have ever come near 
my office, and the heads of these railroads here and 
the vice-presidents that are here really have nothing 
to do with it. You can't put them on the spot. 

THE CHAIRMAN: Your office is where? 

THE WITNESS: Right here at Vancouver at 580 
Hornby Street. 

MR. BRAZIER: Might I say before Mr. Cumming 
starts, that when you look at the letters which are 
attached to the brief you will see on the last page ther 
it is stated, "The members of the Association would be 
pleased to discuss their proposal with representatives 
ef your Association in Vancouver at any time that can 
be arranged. They do feel that there is an urgency 
about this matter and they request that such a meeting 
be arranged as soon as possible since they wish to 
receive your final decision on this matter not later 
than April 15th next." 

I think that is one of the references that 


Mr. Battle had in mind. 
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“ ANGUS, STONEHOUSE & CO. LTD. Battle, cr-ex 6855 
TORONTO, ONTARIO 
(Cumming ) 


CROSS-EXAMINATION BY MR, CUMMING: 

Q. Apart from the question of meetings, did 
you get any written reply to those #@etters you filed? 

A. We got a written reply, and as I recall 
it was about three pages, and what it amounted to is 
that they had two months previously, or three months 
previously, increased our rates 15 per cent over what 
they were, and then ~-- I don't know -- the Canadian 
Government gave them a subsidy or something, and what 
we got out of all this was they said, "We will take 
off that 15 per cent," and so they published the rates 
right back to where the 15 per cent went on. That was 
Eastern Canada only. Mr. Drage here is our expert 
on freight rates. | 

Q. What I was going to suggest in order 
to complete the record that perhaps we might file a 
copy of the reply that you did get, 

A, You will find it on file, but it was no 
good to us, and no meeting was suggested. 

Q. No meeting resulted? 

A. No, 

Q. Incidentaily, sir, how many mills are 
members of your Association? 

A. That is very hard to say today for one 
reason only; we had 36 before I went to Ottawa two 
weeks ago, and about that, it is mandatory for American 
shipments to the United States to be grade market. 
Everyone wants to join our Association, and we say, "You 


come and join because our market is the only one that 
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* ANGUS, STONEHOUSE & CO. LTD. Battle, cr-ex 6856 
TORONTO. ONTARIO 
(Cumming ) 


is accepted," and I just haven't heard since I got 


back, but I imagine we have 60 members now. 
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* ANGUS, STONEHOUSE & CO. LTD. Battle, cr-ex 6857 
TORONTO, ONTARIO (Cc ing ) 


Q. Your membership will soar as a result 
of that? — 

A. yes. 

Q. On the second page of your brief you give 
some figures snowing the shipments of lumber from your 
area for the years 1956 to 1959. Those are total 
figures, Can you tell us how those shipments break down 
in the three marketing areas you mention at the top of 
the page-- that is, as between the prairie provinces, 
Eastern Canada and the central states of the United 
States? 

A. Those figures are not available, to be 
exact, because the mills snipping from Prince George -- 
they can truck from points on the PGE to Prince George 
and get out on the Prince George rate. So, just that 
little bit there -- the seneanunes that goes to Canada 
is higher, but of our members that go as far as Cotwood, 
not more than five per cent would go to Canada, 

Q. That is either to the prairies or the 
eastern market? 

A. That is correct, Ninety-five per cent 
goes to the United States because it is the market that 
pays the most money and they don't have a tariff against 
us of $3.50. 

Q. You talk about your competitive situation; 
I take it your principal competition is from the American 
mills in the northwest states? 

A. And the coast mills here, 


Q. In British Columbia? 
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“ ANGUS, STONEHOUSE & CO. LTD. Battle, cr-ex 6858 
TORONTO. ONTARIO (Cc ing ) 


A. Yes. The lumber business is very funny: 
it is not like refrigerators and automobiles where people 
add up all their costs and say, "It costs so much and we 
will add on a profit.” We are told in the lumber 
business what we are going to get for our lumber, Peopl 
in England tell us what exes are going to pay because 
the Russians will deliver it for that, and we are told 
in Oskosh, or anywhere else, and we have to figure back- 
wards, We can't take our costs and add on a profit, 

The customer does not pay the freight bill. The lumber 
people pay the freight bill. 

MR, SINCLAIR: What was that? 

THE WITNESS: All lumber is bought on a de- 
livered basis, and the customer couldn't care less 
whether the freight rate is three-quarters of the total 
er not. 

MR, CUMMING : Ql. Do you say that applies to 
the whole of the freight, or only the increases in the 
freight that have been experienced from time to time? 

A. It applies to the whole of the freight. 
All lumber is sold ona ddhrvened basis, and when a man 
tells you he will pay you $70 or $100 for lumber, the 
first thing you deduct is the best freight rate you can 
get to that point. 

Q. In connection with the recommendation that 
you make that there be some requirement relating to the 
joint through rates with this situation that exists here 
-- the PGE not being subject to the control of the Board 


of Transport Commissioners and the other Canadian carriers 
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“ ANGUS, STONEHOUSE & CO. LTD. Battle, cr-ex 6859 
TORONTO, ONTARIO (c , ing ) 


being under that control -- would you anticipate, or do 
you think there may be any difficulty arise in this way: 
would your suggestion result in putting the railway 
which is subject to the Transport Board, to some extent, 
at the mercy of the railway which is not subject to the 
Board's jurisdiction? 

A. The answer to that is very definitely. 
"No", because the railroad is dealing with the American 
carriers and the Canadian carriers right now on the same 
basis in the United States, and they won't come into 
Canada because they have a captive market on the PGE. 

Q. You don't anticipate any difficulty, as 
a matter of principle, in working this out? 

A. No; it is going every day and has been for 


years. 


CROSS-EXAMINATION BY MR, McDONALD: 

Q. Just a few questions: your mills are 
located between what points on the PGE? 

A. Well, for reasons I stated right now, I 
don't know, but up until two weeks ago they were from 
Cotwood to Devine. 

Q. Cotwood: 

A. That is halfway between Quesnel and 
Prince George; and Devine is 83 miles from Squamish, 
on the southern end. 

Q. Well, there is a considerable haul on the 
PGE before you get to the Canadian National or the 
Canadian Pacific? 


A. That is correct. 
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“ ANGUS, STONEHOUSE & CO. LTD. Battle, er-@x 6860 
TORONTO, ONTARIO (McDonald ) 


Q. Then, at the southern part, I understand 
the rates are fixed on the Vancouver rate plus an arbi- 
trary for the haul over the PGE? 

| A. That is correct. 

Q. And at the northern end of the line they 
are fixed on the Prince George rates plus an arbitrary? 

A. That is right. 

Q. Have you taken this up with the PGE -- 

a discussion? 

A. We certainly have and whenever we get the 
answer it is, "We don't publish any rates. The Canadia 
National publishes rates and the Canadian Pacific, and 
the Canadian Freight Board publishes them, Take your 
problem to them," 

Q. well, since you are on their line, I 
thought you would have had them initiate it for you, 
There is, on the second page of your letter, where you 
refer to the increase in the arbitraries -- that was 
taken off after this letter was written? 

A. It was only taken off to Eastern Canada, 
not to the prairie provinces, and they only took off 
what they added on. 

Q. Yes, but they brought it back to where it 
was before -- I meant the increase was taken off? 

A. The increase was taken off to Eastern 
Canada only; not the prairies. 

Q. Well, I would suggest that although you 
brought this matter before the Commission that it is a 


matter that the PGE and the two railways concerned and 
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“ ANGUS, STONEHOUSE & CO. LTD. Battle, cr-ex 6861 
TORONTO, ONTARIO (McDonald ) 


your Association have to try and iron out. I think 
there are other associations interested here: if any 
change is made in your rates it may affect the com- 
petitive position of the coastal people? 

A. May I suggest, Mr. Chairman, this is the 
same type of suggestion we have had ever since I have 
been in business -- from the PGE, If counsel for the 
CNR would say, "I will go back and see those boys in 
Winnipeg come out and talk with the people who produce 
over one-fifth of the lumber in British Columbia .. ." 

Q. Well, we have one of them right here 
today, and I am sure he will be glad to discuss it with 
you. 

A. That is what I don't want. I want him t 
come out with his counterpart in the PGE and have a 
properly constituted going into of the problem. 

Qe I can only answer for the Canadian 
National, and we will certainly have a discussion. 

MR, BRAZIER: Mr. Chairman, Mr. McDonald 
brought up a question that it may affect other lumber 
producers in the province, and that is one of the 
problems -- that the various areas are all in competi- 
tion with one another, but attention was drawn to that 
at the time and copies of the letter were forwarded to 
the other lumber associations, and we were given to 
eudexeeunil there was no objection from the other lumber 
associations if the railways would grant the concessions 


which were requested. 
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“ ANGUS, STONEHOUSE & CO. LTD. Battle, cr-ex 6862 
TORONTO, ONTARIO (Sinclair ) 


1 
CROSS-EXAMINATION BY MR, SINCLAIR: 
2 
Q. Mr. Battle, you go to the PGE and they 
3 
say they have nothing to do with freight rates; is that 
& 
right? 
3 
A. I go to the PGE and ask for a reduction 
6 
in the freight rate to the prairie provinces and eastern 
i) 


Canada, and they tell us they have nothing to do with 


publishing freight rates, that those are published by 
the canadian Pacific and the Canadian National. 

Q. If the PGE wanted to take your lumber and 
turn it over to the Canadian Pacific and Canadian National, 
say, at Vancouver, and let the Vancouver rate apply to 
points in the prairies, they could do that, couldn't 
they? 

RE How would they live? 

Q. That is not the question I asked you. 
They could do that, couldn't they? 

A. Yes, they could. 

Qo Well, now --- 

A. But they wouldn't be making one cent pro- 
fit, and they can't do, 

Q. When you go to the PGE and tell them you 
have this problem of having a through rate at a certain 
level, they tell you, "We have got nothing to do with 
it"; do you believe them? 

A. I must believe them because I. have nothing 
to the contrary from the Canadian Pacific railroad when 
I have asked them and written letters. If they told me 


the truth, I would go back to the PGE, 
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“ ANGUS, STONEHOUSE & CO. LTD. Battle, cr-ex 6863 
TORONTO, ONTARIO (Sinclair ) 


Q. Why don't you, as a suggestion, tell the 
PGE that they should establish proper relationships with 
their rates so that you can move the traffic? Have you 
ever tried that -- write them a letter? 

A. We have done that. 

Q. What answer did you get from the PGE? 

A. As I recall, no answer in writing. 

Q. Then, you can't file a letter. Now, one 
other question: are you certain, Mr. Battle, that the 
people, for instance, inWestern Canada who get lumber -- 
are you certain they don't pay the freight rates on that 
lumber? 

A. This is just quibbling,. 

Qe Let me tell you why I am asking the 
question: because they say tney do; eae are very definit 
on the fact that they do. 

THE CHAIRMAN: Everybody pays the freight -- 
the producer, the consumer, the processor; the railways 
should be rich. 

MR. SINCLAIR: Q. But you would not agree 
that the people, for instance, in the prairies, pay 
the freight; you say you pay it? 

A. We have sold that article at an agreed 
price delivered in Winnipeg. 

Q. That is right. 

A. Now, since we have agreed to accept $100 
for the article in Winnipeg, that naturally includes the 
freight. We pay the freight and charge it back to hin, 
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* ANGUS, STONEHOUSE & CO. LTD. Battle, cr-@x 6864 
TORONTO, ONTARIO (Sinclair ) 


Q. And when he ships you something, does 
he charge the freight back to you? 

A. I don't think I should have said we 
charge it back to him, We have sold it for $100 
"period", and we don't charge him back anything. we 
just pay the freight, or he pays it for our account; 
it doesn't matter who pays it. However, we agreed to 
sell the article for $100. If the freight is $75 or 
$25, it is no concern.of the man in Wonninen, 

Q. It is no concern of his? 

A. Not at all. 

Q. Well, this Commission has heard that the 
people in the prairies pay the freight on everything they 
ship and on everything they receive, and there are other 
people who disagree with them, and you would be one of 
those people? 

A. Well, it depends on what business you are 
talking about. In the lumber business, without exception 
you sell lumber Aeuiveuss at that man's site, and that 
includes the freight. 


MR. SINCLAIR: Thank you, Mr. Battle. 


BY COMMISSIONER ANSCOMB: 

Q. I am only going to ask you this because I 
just feel cantankerous: if you say you give a man a price 
of $100 landed in Winnipeg, you say that you pay the 
freight; now, assuming that the freight was $25, and you 
gave him a price of $75 f.0.b. your plant, who pays the 


freight? 
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~ ANGUS, STONEHOUSE & CO. LTD. Battle 6865 
TORONTO, ONTARIO (Anscomb ) 


A. I don't give him a price of $75. 


een + 


Q. But, suppose you did: it would mean the 
difference between your price and the freight? 

A. No, if I gave him that price of $75 
f.o.b. the plant -- if I did that -- I would then be 
losing two or three dollars, because we are figuring on 
a certain weight on that lumber, and weights on lumber 
are not the same, Every mill, the lumber varies, and 
these railroads want their freight on whatever the 
actual car weighs. 

Q. Well, let me put it another way: let us 
assume the price landed in Winnipeg is $100 and you 


want to give him that rate landed there, but you decide 


that you would not do your business that way -- you 
would give him a price at your mill -- whatever it is 
there -- whatever you want -- and he pays the freight, 


but the final price to him is $100: who pays the 
freight? 

A. Well, we are, because we guaranteed the 
$100. 

Q. You guaranteed what $100? 

A. We sold the article at $100. We don't 
sell at the mill. 

Q. Well, why don't you? 

A. We have to use a standard weight for 
lumber, and that standard weight is either over or under 
the actual weight of the lumber, but in order to put it 
in Winnipeg at the price that the customer knows what 


he is paying, we have to sell it at $100 in Winnipeg. 
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* ANGUS, STONEHOUSE & CO. LTD. Battle 6866 
TORONTO, ONTARIO (Anscomb ) 


If he bought it at $75 at our plant, he doesn't know 
whether that freight is going to be $25, $28, $29 -- 
or, possibly, even $22. 

Qe Because of the weight? 

A, Because of the variance in the weight. 
The customer wants to know it is going to be $100. 

Q. And you have settled $100 because that is 
in competition with other shipers or other suppliers? 

A. He would as buy it from me at $100 
if he could get it at $99.99 anywhere else. 

Q. Well, that is a perfectly human trait? 

A. That is right. 

Q. Despite all the difficulties of the rail- 
ways, your business has increased 71 per cent in four 
years? 

A. This is correct, but let us not forget 
that in those four years the PGE has expanded right to 
the south into Vancouver; they have gone from Quesnel 
to Prince George and all the way up to Dawson Creek 
and this increase is accounted for entirely by the in- 
crease in mileage and the territory they can reach. 

Our business has not increased -- taking individual 
mills that were there before, 

Q. Taking what? 

A. Taking a’mill that was operating in 
Williams Lake in 1956 -- well, today they would be ship- 
ping about the same amount of lumber as they did in 1956. 

Q. But there are more mills? 
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ANGUS, STONEHOUSE & CO. LTD. Battle 6867 
TORONTO, ONTARIO (Anscomb ) 


brand new mills further up the line -= 100 miles or 


200 miles away. 


BY COMMISSIONER MANN: 

Q. In relation to what Mr. Anscomb has dis- 
‘cussed with you, who sets the price at Winnipeg? 

A. The price of lumber? 

Q. Yes. How is it determined? 

A. It is determined by, say, a retailer 
wants to buy a carload of lumber at Winnipeg, he calls 
up six or seven wholesalers and gets their price, which 
may be $100 or $102, or another one may be $99, and if 
it is stock that is reliable he buys it from the lowest 
price that he gets. Competition sets the price in 
Winnipeg and nothing else -- supply and demand. 

Q. This would be competition between western 
producers? 

A. Certainly not between the PGE producers. 
I am excluded from Winnipeg; there is a fence around it. 
It also comes in from Oregon and Washington. 

Q. You are not in competition with northern 
Ontario for spruce? 

A. There is no competition, really. They 
only want to buy long lengths from us -- something they 
ean't get there. 

Q. You mentioned your figures on page 2 
are carloads which you told us were figured in relation 
to 30,000 pounds a car? 

A. No, 30,000 board measure. 


Q. Oh, I am sorry. What is your carioad 
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~ ANGUS, STONEHOUSE & CO. LTD. Battle 6868 
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(Mann ) 


minimum weight? 

A. It varies to every place -- between fifty 
and sixty thousand pounds. 

MR. PLATT: I might just comment on who pays 
the freight: when I buy lumber I go out to the mill and 
load the stuff on my truck and truck it home, and nobody 
has to pay it. | 

THE WITNESS: I would like to get a truck like 
yours that doesn't have depreciation and runs on air. 

THE CHAIRMAN: Well, Mr. Battle, thank you 
very much, If we can get you:and your Association and 
the. C.P.R. and C.N.R. and the P.G.E. together, we will 


feel we have not come here in vain, 


THE WITNESS: Thank you, Mr. Chairman, 
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THE CHAIRMAN: All right, Mr. Brazier, 

MR, BRAZIER: Mr. Chairman and members of 
the Commission, the next brief is to be presented on 
behalf of the Vancouver Grain Exchange, Mr. Vernon 
Lester, one of the members of the Exchange and a member 
of the council, will present it on behalf of the Ex- 


change, 
VERNON LESTER, called 


DIRECT EXAMINATION BY MR, BRAZIER: 

Q. Would you please read the brief, Mr, 
Lester? 

A. Mr. Chairman and members of the Commis- 
sion, before reading this brief.I would. just like to 
say that it is a very brief one, The Vancouver Grain 
Exchange is not pet petrenaniad weighty arguments. They 
are attempting to draw to your attention certain points 
which they think are important. 

This brief is submitted on behalf of the 
Vancouver Grain Exchange, which is affiliated with the 
Vancouver Merchants Exchange, The members of the 
Grain Exchange are the companies operating grain ele- 
vators on the Pacific coast, exporters, and others 
connected with the trade. There is a total of ten 


elevators on the Pacific coast located as follows: 


Vancouver y: 
New Westminster 1 
Victoria uF 


Prince Rupert 1 
The importance of the grain export movement 


from the Pacific coast is indicated by the following 
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table showing the total exports for the period 1952 to 


1959: 
Crop year ending July 31,1952 


1953 


1954 


1955 
1956 
L957 
1958 
So ibe 


- 160,908,876 


- 115,788,073 bushels 


- 125,193,661 
- 134,227,664 
- 98,800,402 
- 114,076,526 
- 138,322,028 


i 174,896,770 


1,195,689,095 bushels 


The grain exported from the Pacific Coast in 


1958/59 went principally to the following countries: 


Japan 

U.K. 

Germany 
Netherlands 
S. Africa 
Belgium 

C&S America 


Peru 


32 % approximately 


31% 
8.1% 
5 & 
4 9% 
2.9% 
1.5% 
1.2% 


Wheat, oats and barley, which are 


controlled 


by the Canadian Wheat Board, are made available to 


the trade in Vancouver by the Board on an f.0.b. basis, 


and it is the function of the exporters to seek out 


through their agents in various foreign countries mar- 


kets for these grains, The exporters are responsible 


for securing ocean freight and sell, in most cases, on th 


basis of a delivered price in the foreign port. Other 
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grains, such as flax, rye and rape seed are merchandised 
in the open market and made available to exporters in 
Vancouver on an f.0.b. basis by the elevator companies, 
The elevator companies also act as warehousemen for 

the Wheat Board, receiving shipments from prairie points, 
cleaning the grain, drying when necessary, and preparing 
it so that it meets the export standard required by the 
Canadian Government Inspection Service. 

The price paid to farmers for wheat, oats and 
barley by the Board is based on an initial payment price, 
less the export rail rate and handling charges. Any 
increase in the export rail rate would therefore be 
charged directly to the farmer. The f.o.b. Vancouver 
price’ is determined by the world price of grain after 
allowing for the cost wi i shipping from Vancouver 
to the world markets. The ocean shipping rates are 
subject to wide fluctuations and in recent years have 
varied from a low of about $6 to a high of about $20 
per long ton, These rates vary all over the world and 
are based on demand for available tonnage. 

If the f.o.b. price were raised because of any 
increase in the rail rates, Canadian grains would not be 
competitive in the world markets and would bring about, 
in our opinion, a disastrous decline in the export of 
grain. 

On the otner hand, a reduction in the return 
to the farmer, if he was required to absorb any increase, 
would be equally disastrous to him and would have 


serious economic consequences to the whole Canadian 
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economy. 

From the reports our members have received we 
gather that the railways claim they are losing money 
on the handling of grain at export rates. We assume 
that this Commission will place the onus of proof in 
this respect on the railways and will undertake to seek 
out any other traffic which might not be paying its 
proper transportation costs. We are of the opinion 
that only by examining the whole situation can a proper 
solution be reached. We strongly protest any attempt 
to place the grain rates ina special compartment and to 
ignore the rest of the freight rate structure, 

We further agree with the submissions made to 
this Commission that if public funds are to be used to 
assist the movement of freight, such a subsidy should 
not be earmarked for any particular commodity, but 
rather be paid for the benefit of the railways general- 
Lys 

Finally, there are two points which we wish to 
draw to your attention: 

(1) Although rape seed is considered a grain 

by the Board of Grain Commissioners and is 

handled in a similar manner to flax, rye 

and other grains merchandised in the open 

market, it is not considered a grain by the 

railways in so far as the application of 

rail rates is concerned. We understand 

that this point is being raised ina 


hearing before the Board of Transport 
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Commissioners and therefore we wiil not elabor 
ate furtner in this brief, 

(2) Tuere is one important difference between tue 
situation at Fort William and Vancouver that 
we respectfully pring to your attention, 
Since the rate on all grain to Fort William, 
whether for export or domestic use, is 
enarged at tne export rate,. exporters 
operating from Fort William can export grain 
from enere to United States destinations 
without any additional rail charge. On tne 
other hand, if an exporter in Vancouver 
wishes to export grain from Vaicouver to a 
United States destination, even if it is 
exported by vessel, he must first pay the 
difference between the export and the 
domestic rate since, under the tariffs 
applying to Vancouver, tne United States 
is not classified as an export country. 

The consequence is that while considerable 
quantities of grain move from Fort William 

to tne United States markets, the opportunity 
of reaching tne United States markets on 

the Pacific. Coast is denied to the trade 
carrying on its business in Vancouver. 

If Vancouver were placed in the same position 
as Fort William we are satisfied that a very 
considerable trade in export grain would 


result to the benefit not only of the Pacific 
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Coast ports but also for the benefit of the 
farmers of the prairie provinces. 
Tne attached table of shipments of grain 
to the U.S.A. clearly indicates the effect of this 
rate discriminatisn., The same table also shows that in 
respect to screenings on which we do not pay the 
domestic rate at Vancouver before exporting to the 
U.S.A., we are able to sell them in that market.. 
MR. BRAZIER: Mr. Chairman, I wonder if 
that table might ‘be marked as Exhibit 118. 
THE CHAIRMAN: Exhibit 118. 
-~--EXHIBIT NO, 118; Table showing domestic ship- 
ments of grain and screenings 
to U.S.A., crop years 1954-1958. 
MR. BRAZIER: Q. Mr. Lester, would you 
Like co comment: on the table fanbner? 
oy There is just one point I would like to 
bring to your attention. The exports of oats from 
Vancouver to the United States appear to be quite a 
considerable volume, but for statistical purposes the 
product known as mixed feed oats is classified as 
oats, whereas, as far as tne trade is Goan ried sh ee | 
a screening, and does not take the domestic rate. 
Therefore, the export of oats shown on this 
table is increased by the quantity of mixed feed oats 
included in that table. 
Q. That table is prepared by tne Dominion 
Bureau of Statistics for tne grain trade of Canada? 


A. yes. 
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Q. Is there anything you would like to 
add to your brief? 


A. No, Mr. Brazier. 


CROSS-EXAMINATION BY MR. CUMMING: 

Q. it have two or three questions, Mr, 
Chairman, In the table, Mr. Lester, on the first page 
showing the export movements to the Pacific Coast, I 
note there are some marked fluctuations. For instance, 
weyene substantial falling off between 1954 and 1958, 
and then, further dows! a marked increased between 
particularly 1957 and 1958. What is the explanation 
for those fluctuations up and down? | 

A. I think primarily the explanation is the 
competitive position of Vancouver as compared to other 
outlets of Canadian grain. If ocean freignt rates 
are ina depressed condition, we are better able to 
compete with the St. Lawrence, Churchill and now ees 
lake shipments. If the level of ocean freight rates 
is high, it is normally more difficult for us to compete. 

Q. I see, The export demand, then, I 
‘take it, is vii well, certainly the export movement to 
the Pacific ieee is, as you indicate, sensitive to the 
fluctuations in ocean freight rates? 

A. That is correct. 

Qe Would they have a greater ora lesser 
impact than any change in the rail rates to tidewater? 

A. In so far as our ability to compete with 
other Canadian ports, the raising of freight rates 


would maintain the same position between Vancouver and 
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other points, but it would drastically affect our 
ability to compete with other Pacific Coast ports, or 
Australian wheat or Australian oats and barley. And 
I should have elaborated on this when you asked me for 
the reason for the variation, There is also a varia- 
tion in world demand, depending on whether or not 
Canadian prices are competitive in the world market. 
We must meet competition in yomouyen in barley grain, 
in California and the Pacific northwest -- the com- 
petition of wheat grain in those countries, and also 
when we are shipping to Japan, the United Kingdom, the 
competition of grains from all parts of the world. 

Q. You say further down on the second page 
of your brief that there is a movement of considerable 
quantities of grain through Fort William to the United 
States. Have you any figures or heroine figures 
that you can give us which would give us an indication 
of that volume? 

MR. BRAZIER: That is all set forth in the 
table, 

MR. CUMMING: That ie all set forth in the 
table, I see, 

Qe Your recommendation is that the rates 
be adjusted 80 that Vancouver be on a parity with Fort 
William, How specifically do you suggest that that 
be brought about, Mr. Lester? 

A. Well, Vancouver is dealt with in entirely 
the same way as Fort William, except on one ‘uportant 


point, that the United States is not considered an 
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export market if the grain moves to Vancouver, The 
Tariff excludes continental United, states and Alaska -- 
I think I am correct in that. 

Qe And your suggestion to this Commission, 
then, 1s that it recommend there be some ieliietiey 
Seance to put the domestic rate to Vancouver down to 
the same level 2 the export? 

| A. All we have to do is recognize United 
States where we fill out the export declarations, We 
adjust them to recognize it when we ship to the United 
States for export. 


MR. CUMMING: Thank you. 


CROSS-EXAMINATION BY MR, FRAWLEY: 

Qa Mr. Lester, does your eeehuies support 
the proposition that rate seed should be accorded the 
same rate as wheat, oats and barley moving into export 
positions? 

| MR. SINCLAIR: I thought this was outside the 
jurisdiction of the Commission by virtue of the Order 
in Council, and the witness has very nicely stated that 
he is not discussing it because it is. 

THE CHAIRMAN: Technically, I think that is 
right. And one of the problems is whether or not rape 
seed was a grain produced in Western Canada in 1897, but 
that is in litigation now. 

MR, FRAWLEY: All I am asking him is whether 
he supports or does not support the proposition that 
rape seed should be classified for. export BURR OESE a6 


wheat, oats and barley. That is all. 
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I am not concerned with anything else, 

THE CHAIRMAN; Well at question is all 
right, 

MR, FRAWLEY: Q. What is your answer? 


A. yes, we support that. 


CROSS-EXAMINATION BY MR. McDONALD: 

Q- your main point, I take it, Mr. Lester, 
is that you want grain shipped to Vancouver, which is 
later sold to the United States, to be charged the 
statutory rates instead of the domestic rates? 

A. That is a peawe I made in my brief. i 
wouldn't say that was the main point. 

Q. Well, that is one point? 

A. yes. 

Q. And you nave probably neard of the 
evidence the railways have put in in Ottawa, subject 
to cross-examination, saying that these statutory rates 
do not meet their costs. Who is going to make up the 
difference between the statutory and the domestic rates 
to the railways? 

A. I don't think we made any reference to that 
in our: briets We stated in our brief that this whole 
question had to be studied by the Commission. We are 
simply pointing out the fact that there is a difference 
in treatment between one export port and another export 
port. 

Q. But the net result would be, if it were 


conceded that grain shipped to Vancouver and sold to the 


United States should only pay the statutory rate -- the 
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net result would be that the railways would receive 
less money, would it not? ) 

AS yes. 

Q. And have you any idea of where the 
railways are going to recoup themselves for that loss? 

| A. Well, they might be getting as much money 

in total, because we might be doing a bigger business. 

Q. With more losses? 

A. We have to operate that way, too, in the 
grain business, 

MR. McDONALD: I think that is all, thank 


you, Mr. Lester. 


CROSS-EXAMINATION BY MR. SINCLAIR: 

Q. Mr. Lester, the grain business is not a 
profitable business? 

A. Not always. 

Q. Not always. But,over the years the 
people who make up the Vancouver Grain Exchange -- they 
have done pretty well, now, haven't they? 

A. Well, I think they are still in business. 

MR. BRAZIER: Just like the C.P.R. 

MR. SINCLAIR: A lot better than the C.P.R., 
Mr. erties) | 

a hr a aed © 340 fevers do they trade on your Ex- 
change? 

A. You mean in futures? 

Q. yes, 

A. No, 


Q.. No trading at all? 
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A. No trading in futures, 

Q. And any hedging? 

A. No hedging on the Vancouver grains, 

Q. What do they do -- buy it at the Winnipeg 
Exchange? 

A. They trade in cash grains. 

Qe You trade in cash grains? 

A. yes. 

Q. And is that as big a business as your 
work on export? 

A. It is part of it. 

Q. It is part of the business? 

A. yes. 

Qe And sometimes that can be a very profit- 
able endeavour -- trading in casn grain =-- can't it, 
Mr. Lester? 

A. yes, it can be quite a risky business, to 

Qe Oh, it is. Now, what I am specifically 
interested in is this: do you say that mixed feed oats 
were treated as screenings? 

A. yes. 

Qe What dn you mean by mixed feed oats? 

A. Mixed feed oats are a wild oat. 

Q. A wild oat. The only reason that the 
domestic rate does not apply to screenings is because 
an order was made denying the proper charges to the 
railways on this traffic? 

A. I would hardly say that. For years it 


has never been charged. The railways did attempt to 
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introduce a charge. 

a. And they were denied that right? 

A. yes. 

MR. BRAZIER: I might say the railways have 
attempted to put in an improper charge. 

MR. SINCLAIR: Q@. And the only reason, Mr. 
Lester, that tnere was not a separation, you will agree, 
is that you cannot separate screenings from tne export 
grain, The separation takes place here? 

A. yes, the separation takes place here, 
yes. 

Q. And that point was one of the major point 
put forward? 

A. That is right. 

Q. Now, Mr. Lester, why is it that the 
Vancouver Grain Exchange would have the view that if 
grain being moved to export positions in Western Canada 
at the statutory rates was not meeting its costs that 
that fact should not be’ recognized? 

As I don't quite understand, I don't 
think we have said anything --- 

Q. Well, do you think it should be recognized 

A. I think we simply said that the onus of 
proof in this respect lies on the railways. 

Q. I am not talking about onus of proof, ie 
said -- let us assume it is established that there is 
a loss on the moving of grain to export positions at 
statutory rates, and that the movement of that grain, 


therefore, does not meet its cost. Would you agree 
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that that fact should be sob ekntinuk 

AY Recognized by the Commission. 

Q. And recommendations made? 

A. I certainly think it should be recognized 
by the Commission if in fact you have proved that grain, 
both ways, Fort William-Vancouver., 

Qe And recommendations made that that loss 
be offset? 

A. The recommendations are to be made by the 
Commission, 

Qe yes, But your view, the view of your 
organization, is that the Commission should make such a 
recommendation? 

A. No, I did not say that. I just said 
that the fact should bé recognized by the Commission 
in making their report. 

Qe Let me see if we are not at cross purposes, 
Mr. Lester. 

If it is a fact that grain moving to export 
positions does not meet a just und reasonable remuneratio 
to the railways -- accept that as a premise, prove it 
at a later date, so that it then becomes a fact -- you 
accept that as a fact for the purpose of this. _ Would 
you do that? 

A. Yes. 

Q. Then, does your Exchange, your organiza- 
tion, recommend to this Commission that that fact be 
recognized and appropriate action taken? 


A. I. think we covered that, sir, in this. 
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Wwe nave said -- the only point that we have made is 
that this should not be adjusted in such a on that 
(a) the farmer in western Canada suffers, or (b) the 
competitive basis of Canadian export grain suffers. 
We haven't said that there should be no reduction, 

We have simply said that the whole question must be 
studied by this Commission, We are not competent to 


judge what the Commission should do. 
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Q. I recognize what you say; I heard you. 
Would you mind if I started again? If it becomes a 
fact, if 16 is established -- use what phrase you like 
-- that grain being moved by the railways to export 
positions in western Canada does not return a just and 
reasonable remuneration to the railways, your position 
is that the rate to the farmer should remain as it is 
today; correct? 

A. Yes, 

Q@. And the se eusuaecuesuale that rate and 
what would be a just and reasonable remuneration, the 
-recommendation of your organization to this Commission 
would be that that be taken care of by federal subsidy; 
would that be correct? 

A. I haven't any recommendation in that re- 
gard. I understood that the Commission was to study 
this question and make their recommendations. Now, 
let me put it this way; if these rates are setnns coe 

Qe Nobody is Te wm that. 

A. No, but you must be compensated for 
carrying grain at a loss, and it is possible that the 
Commission might suggest the farmer pay an increas@ed 
freight rate and be rewarded with a higher price. There 
are innumerable ways this wey be worked out. I have no 
recommendation. I do not feel qualified to study the. 
whole question and make a recommendation. , 

Q. But what you are very firm in your convic- 
tion about is that the rate to the farmer himself not be 


increased unless he is compensated to the amount of the 
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additional charges? 

A. yes. 

Q. As long as that is done you have no objec- 
tion to it at all? 

A. I have two objections, 

Q. What are they? i 

A. The farmers! economic condition would need 
to be considered, and the competitive position of Canadia 
bipetied would have to be considered, 

Q. Mr. Lester, it is my fault, but you and I 
seem to get at cross purposes very quickly. I say that 
the rate to the farmer would not be increased unless he 
was compensated completely for the amount of the increase 
that is. your first position? 

A. You have two points; supposing the price 
of grain wat raised at the seaboard to compensate the 
farmer for the higher freight rate, and then my second 
proposition would be that it would make Canadian grain 
uncompetitive in world markets, so we must consider es 
together, 

Q. What you eile WEY tite is that grain would 
then not sell at the existing price? Are you suggesting 
that if the freight rates were increased the price of 
-grain- at the export positions would increase to the 
amount of the freight ied? 

A. That could be --- 

Q. I am asking you would it do it? 


A. I don't know, I haven't been able to see 


that far into the future. 
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Q. sal ead ahd hill if the freight rate 
went up and the siti remained the same iu the export 
position and the farmer was compensated for the 
difference between the existing rate and a just and 
ae ae rate, then the competition position on the 
export markets wouldn't be affected at all, would 
they? 

A. That is correct. 

Qe And you would have no objection to that 
kind of method? 

A. No. 

Q. And would have no objection to a subsidy 
being paid. in that way? 

A. Except that we object to a subsidy being 
earmarked, 

Q. Why would you object to it being ear- 
marked when you have just agreed with me that it is to 
meet a specific situation? 

A. Well, the difficulty with subsidies is 
that if they are designed -- at least, that was our 
theory =-- if they are designed to offset the difficul- 
ties of one particular class, it creates a division in 
the country and you have the British Columbia people 
saying, “Why should these farmers be singled out to be 
given a subsidy?" and in a few years the reason for the 
subsidy becomes lost, and then it becomes a policy 
which may create bad feelings all across the country. 

Q. So, you think it would be a bac thing 
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1 oe, 
instead of for moving grain at less than cost; don't 
you think that would be a bad thing? 
P A. yes, I think it could be. 
3 Q. That might be worse? 
‘ A. I don't know caatnbe ae would be worse, 
, but I agree with you. 
P Q. And so therefore what you really want is 
to make certain that the payment is delineated for a 
i0 specific purpose in a statute, so- that the reason for 
a it is not lost sight of, and that would meet your diffi- 
12 culty? 
13 Avie? Yer. 
14 Q. Thank you very much, 
15 BY COMMISSIONER ANSCOMB: 
. 1 Q. Less than a second and a half ago you 
‘ used this language, "In a few years the reason for the 
ig subsidy might be lost". You didn't say anything else, 
e but if the reason is lost would there then be any 
a reason to continue the subsidy? 
a A. I am sorry, sir, I think you misunder- 
7 stood. I don't mean that the reason for putting in the 
ae subsidy mignt disappear, but the people -- we will take 
2 the general public, they might lost sight of the 
- reasons that were behind the putting of that subsidy 
“a Torre even though those reason continued to 
_ exist. 
28 | 
| Q. I agree that it is a confliction of 
a words. Supposing the reason for the subsidy was lost, 
30 
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on? 

As No, 

COMMISSIONER ANSCOMB: That is all. 

THE CHAIRMAN; Thank you, Mr. Lester, 

Mr. Brazier? 

MR. BRAZIER: Could we have five minutes? 

THE CHAIRMAN: Mr. Brazier, we have a 
communication from Mr. Green. Is he here? 

MR. BRAZIER: No. I don't know the gentle- 
man. I think that Mr. Commissioner Anscomb introduced 
me to him’ yesterday, and I told him if he wishes to 
teas nib Unter he should be here about this time today; 
I told him eleven o'clock and he said, "Well, could it 
pe taken into the record as read?" 

THE CHAIRMAN: If that would be agreeable we 
could take it in as read. 

MR. BRAZIER: I haven't the slightest idea 
what is in the brief, but I think all parties would 
agree to that. 

THE CHAIRMAN: Are you here, Mr. Green? 

Well, then, we will take tne letter in as 


read, and we will have a short adjournment now. 
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Submission to The 


Royal Commission on Transportation 


? 5615 East Hastings Street, 
Burnaby, ».2 os. o., 
February 8th, 1960 
Mr. Chairman and Members 
Royal Commission on Transportation, 
Gentlemen: 

The theory that duplication ensured compe- 
tition and thereby lessened costs to tne public was 
accepted by our grandfathers in railway matters, but 
time has long proved the fallacy of this theory. Few 
countries in the world today practise competition in 
railways and of those that do Canada suffers most in 
prices based on costs, for our railways have been 
supplied with an outlay for two or more sets of tracks, 
buildings, offices and employees where only one was 
needed from coast to coast. | 

New Westminster-Vancouver is one example, 
four railways were catia ly constructed and, dear knows 
how many more promoted to the extent of securing a 
franchise, yet today three of those four lines nave 
abandoned scheduled services and the fourth has two 
railway companies using. the one set of tracks. Will 
anyone say that rates would have been cheaper if the 
Canadian Northern and the Great Northern had each built 
from Surrey to Vancouver? The outlay would have been 
twice as great for construction as for operation -- 
would tnat eat the costs? 

| Today the sins of our poressare are being 


visited upon us in rates based upon the needless 
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construction undertaken by ve but the fault is 
entirely our own that ueopag for dual operations where 
one railway will do. No need to embark upon that 
frightening "nationalization", either, but a simple 
corals anes Ueterieane transcontinental railways to amalga- 
mate. where competition is now practised, such as was 
done from Toronto to Hamilton in Ontario many years ago, 
would greatly reduce costs upon which rates are based. 

\ No railway wastage in the whole Dominion of 
Canada is so apparent as in British soitanie. where 
two pets of tracks are operated where there is not 
business enough for even one, although one is needed to 
fulfill the bargain between the colonies made in the 
last century. But the Fraser River valley and the 
Thompson valley likewise need only one line; and as this 
is the most expensive region in which to operate in the 
whole of Canada the immediate suspension of services 
by one of the railroads over their tracks should be 
ordered from Kamloops to Vancouver. Perhaps the 
rails might be left from New Westminster to Port 
Coquitlam and thence to Vancouver, for it is assumed 
that the Canadian National would be the line to use 
because it has the best grades, is cheapest to operate 
and does have a sizeable population en route in the 
final he einer or one hundred miles, 

Likewise in the prairie provinces and across 

Ontario there are unwise duplications, although there 
are only short strips of such utter wastage as in 


British Columbia, such as the ninety-odd miles from 
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Port Arthur to Nipigon. But if even only these side- 
by-side wastages were corrected where they exist, it 
would prove a matter of very great saving -- proof in 
our province was the lifting of one set of tracks forty 
years ago through the Yellowhead Pass when the Grand 
Trunk and the Canadian Northern railways were amalgamate 
-- and the savings should prove sufficient to justify 
refusal of an increase in freight rates, already too 
high because of this unnecessary duplication by our 
great-great grandfathers. 

Respectfully submitted. 

Yours very truly, 


Malcolm F. Green. 


---Short recess. 
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THE CHAIRMAN: Mr. Brazier? 

MR. BRAZIER: Mr. Chairman and gentlemen of 
the Commission, it is now our intention to present the 
first part of the brief prepared on behalf of the 
Government of British Columbia. Mr. Bonner mentioned 
this morning that we intend to present a further brief 
at subsequent hearings in Ottawa. 

Now, when this Commission was first appointed 
by the federal government --- 

THE CHAIRMAN: Are there ample copies of this 
brief? 

MR. BRAZIER: yes, there are ample copies. 

MR. SINCLAIR: I would like to say that for 
once my good friend Mr. Brazier gave us this two weeks 
before today. 

THE CHAIRMAN: I am glad to hear that. 

MR. SINCLAIR: And I think that should be duly 
recorded. 

MR. BRAZIER: I do wish to say, Mr. Chairman, 
that following the appointment of this Commission, a 
number of conferences were held here in British Columbia 
with various interested parties, and it was decided that 
the Province of British Columbia would make the most help 
ful contribution it felt able to with regard to the 
solution to the problems that were placed before this 
Commission by your terms of reference, 

Now, while this brief has been drawn -- as it 
should be, I think -- from the point of view of British 


Columbia, we have attempted to be as objective as possibl 
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and we have tried to set forth our position in the 
railway problem of Canada and measure it against the 
effect of that problem on other sections of Canada. 

Now, we admit that in British Columbia we 
have certain advantages; if we didn't British Columbia 
would not have developed to the extent that it has up 
until now. We do complain that our natural advantages 
are interfered with by statutory regulations, and we do 
feel that we are entitled in British Columbia to the 
same sort of treatment that is accorded to other parts 
of Canada, and we feel that our problems in this 
province are like or identical to those problems in 
other parts of Canada. 

As the Minister has already mentioned, 
British Columbia is the most distant province from the 
centre, the industrial centre of Canada. British 
Columbia depends to a great extent on one fundamental 
industry as the backbone of its economy, and that is 
the forest products industry, just as the prairie pro- 
vinces depend probably to the same or a similar extent 
on the export of grain. 

We have one advantage;probably our trees grow 
a little bigger here on the Pacific coast than they do 
in any other part of Canada, and for that reason we are 
still able to ship certain types of lumber from the 
Pacific coast because they don't grow anywhere else. 
The industry of this province has been very seriously 
affected by the impact of freight rates, and particularl 


so in the past three years, and I think that some of 
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the tables that we will produce in our brief will 
indicate just how that has affected us here in British 
Columbia. 

Now, as far as the brief is concerned, might 
I say one thing which I insisted that they do, and that 
is to check all their tables very carefully. It is 
easy enougn when you haven't a large trained staff 
used to handling these figures for errors to creep in. 
However, they have been rechecked since the printing of 
the book, and we have had prepared n errata and that 
has now been handed out to everybody, and the text of 
the brief will be corrected as it is read, but we do 
regret that there are tnese errors; some decimal points 
are out of place, and that sort of thing, and we hope 
to the best of alae that we have given the 
correct figures in our tables. 

There is one further thing I should say, that 
since the printing of the book we have prepared certain 
other tables, which we will introduce with this brief 
itself, and Professor Hughes, as he reads it, will 
introduce some eight or ten other tables, all of which 
are prepared, we novel for the assistance of the Com- 
mission in placing the problem of transportation in its 
proper light and in the terms of reference of the 
Commission itself, and so we want to excuse ourselves, 
Mr. Chairman and members of the Commission and others 
here, that we didn't have these other exhibits available 
until this morning, but I think there will still be 


ample time for them to be studied by other parties and 
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they can prepare properly for their cross-examination, 
With that I am going to call Professor Hughes. 
THE CHAIRMAN: You might qualify Mr.Hughes, 


and we will break for five minutes before he does, 


WILLIAM HUGHES, called 


DIRECT EXAMINATION BY MR. BRAZIER: 

Q. Your full name is William Hughes? 

A. Yes. 

Q. And you are an Assistant Professor and 
Chairman of the Division of Transportation , Faculty 
of Commerce, University of British Columbia? 

A. yes. 

Q. And you have held that position since 
July of 1957? 

A. yes. 

Q. And you are a graduate of the London 
School of Economics? 

A. Yes. 

Q. What year was that? 

A. 1955. 

Q. You have a Bachelor of Science degree 
in Economics? 

A. yes. 

Q. And a, Master of Business Administration 
from the Uniersity of Indiana? 

A. yes. 


Q. And at the present time you are completing 
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your thesis for your Doctorate at the same university? 

A. Yes. 

Q. You are an associate member of the British 

| Institute of Transportation? 

a. Yes. | 

Q. And a member of the American Economics 
Association? 

A. yes. 

Q. You were employed for seven years in the 
operating department of the Trucking Division of the 
British Transport Commission and its predecessor com- 
panies? 

Avs yes. 

Q. And you served three years in the Royal 
Navy during the war? 

A. yes. 

Q», And you were commissioned to make the 
necessary studies and prepare the brief to be presented 
by the Attorney General of British Columbia in May of 
last year? 

A. yes, 

Q. Since that time you nave given consider- 
able time and study to the various problems that are 
before this Commission? 

A. Correct. 

THE CHAIRMAN: We will take a short recess 


now. 


---Short recess. 
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CHAPTER 1 


THE TRADING ECONOMY OF BRITISH COLUMBIA 


The Economy 


British Columbia is Canada’s third largest province 
with over one-third of the land area being pro- 
ductive forested land. Agricultural land, though 
important in terms of production, constitutes only 
two per cent of the total land area. The economy 
of British Columbia, therefore, is oriented towards 
its forest products rather than towards agriculture. 

Table I gives the net value of production by 
industry for British Columbia for the years 1952 
to 1958 with an estimate for 1959. It is seen that 
manufactures account for 43 per cent of production, 
forestry for 15 per cent, and agriculture for only 
4 per cent. Agriculture, fisheries and mining have 
remained relatively stable in the six year period, 
forestry has had an overall increase, while manu- 
facturing hasalso steadily increased in dollar value. 

The economy of British Columbia is very highly 
specialized on forest products, a situation brought 
about by reasons of topography, soil and climate 
—factors which donot lead easily to diversification. 

Tables II and III point up the high degree of 
specialization. Although British Columbia has a 
great deal of manufacturing industry, it is mainly 


concerned with the processing of a few basic 
products. The prosperity of the manufacturing 
industries and urban centres heavily depend on 
the prosperity of the primary industries, and it 
is the fundamental concern of this Submission 
that the economic health of the province be not 
weakened by reason of high or unreasonable 
freight rates. 

Specialization in Sakae and low diversifi- 
cation implies that British Columbia is dependent 
on other parts of Canada and the world for the 
things it consumes, paying for these by the things 
it sells. British Columbia, for instance, sells lumber, 
fish, apples and refined metals in exchange for 
food, iron and steel, household appliances, 
machinery and textiles. Any barrier to reaching 
markets must mean a curtailment of imports and 
a lowering of living standards—hence the constant 
and urgent concern over freight rates. 

Narrow specialization in production forces trade 
into patterns shaped by the location of the markets 
in which British Columbia can sell and buy its 
products and needs. The pattern of trade thus 
formed is well illustrated by Table IV. 
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TABLE IV 


INTER-REGIONAL TRANSACTIONS OF MANUFACTURING FIRMS IN THE LOWER MAINLAND REGION 
OF BRITISH COLUMBIA WHO Buy MATERIALS OR SELL PRODUCTS IN OTHER REGIONS, 1958 


PURCHASED BY —> 


Food and 
beverages 
99 firms 
Rubber, leather 
and textiles 
50 firms 
Wood 
products 
142 firms 
Paper 
oducts 
firms 


PURCHASED FROM Y 


g 3 
is at 
co) 3 4 o 
E) She) dee] ee | 
ies df: | S22 | bbe 
1 0 9 0 “Rie 1 Paleo Crt ole lise 


Firms who buy from the 
24 |< ieee Mainland 


6 0 3 3} 4 
Rest of 
15 0 0 1 ‘) 
Prairie Provinces 
36 34 72 12 
tf 36 28 11 78 
Eastern Canada 
25 18 49 3 
11 21 40 11 42 
U.S.A. 
V7 4 46 1 
5 20 19 3 26 
Other Countries 
11 2 34 1 


Lower Mainland firms who) yy A he Mainland firms who 
buy from other regions sell to other regions. 


Source: MANUFACTURING INDUSTRY IN THE LOWER MAINLAND REGION oF B.C. Lower Mainland Regional Planning 
Board of B.C. Preliminary Report, 1959. Appendix 1. (Mimeo.) 


This Table was prepared by the Lower Mainland 
Regional Planning Board of British Columbia and 
is based on interviews with all firms with over ten 
employees in the area. This table shows the extent 
of the region’s dependence on other industrial 
areas of Canada and elsewhere insofar as manu- 
facturing firms are concerned. 

By reading down the columns in Table IV an 
idea can be obtained of the relative importance of 
inter-regional trade to each industry. For example, 
the first column shows that in a group of 99 firms 
manufacturing foodstuffs and beverages in the 
Lower Mainland, six used semi-manufactured 
materials obtained from other parts of British 
Columbia, fifteen firms obtained these from the 
prairie provinces, seven from Eastern Canada, 
eleven from the United States, and five from other 
parts of the world. The lower figures in each box 


show that 72 firms in this industry sold products 
in other parts of British Columbia, 36 in the 
prairies, 25 in Eastern Canada, 17 in the United 
States, and 11 in overseas markets. The table 
shows the particularly high dependence of the 
wood group on the more distant markets, and of 
metal manufacturing on the more distant supplies. 

The converse of these relationships is shown by 
reading along the rows in Table IV whereby the 
materials purchased by the Lower Mainland (i.e. 
the input) is, of course, the output of firms in 
other regions, and the products sold by Lower 
Mainland firms (the output) constitutes input to 
other regions. This input-output relationship is a 
basic element in the linkage between industrial 
activity in different regions. ! 

Figure 1 shows in summary where the manu- 
facturing industries in the Lower Mainland sell 


1MANUFACTURING INDUSTRY IN THE LOWER MAINLAND REGION OF B.C. Preliminary Report Seomcnieeea Lower Mainland Regional 


Planning Board of British Columbia, 1959 pp. 72-74. 


Norz: Table IV is constructed on the basis of interviews with all firms with over ten employees (a total of 612 firms). 
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TABLE V 


Masor ITEMS PURCHASED OUTSIDE THE REGION BY 


6906 


MANUFACTURING FIRMS IN THE LOWER MAINLAND OF BRITISH COLUMBIA 1957 


PURCHASING 
INDUSTRY 


Food and Beverages........... 


MGRUIUER CTC. dic. boca hdews 


Wood products 


Paper products........:....... 


Metal products................ 


Transportation equipment 


Electrical apparatus............ 


Non-metallic mineral 


prodiictesiaum. Piaduat .. 0 G.5 eu 


Printing and 


miscellaneous products......... 


vegetable oils ° 


Eastern Canada 


soap 


eel nit cartons 
ttles 


synthetic rubber 
chemicals 
textiles 

shoe metal 
canvas 

plastics 


door & sash hardware 
fabrics 

wire 

glass 

paints 

metals 


chemicals 
glues & gums 
fancy paper 
ink 

starches 

fine paper 


special castings 
boiler tubes 

steel bars & sheet 
non-ferrous metals 
machinery 
hardware 

pig iron 

tools & controls 
precision equipment 
tinned plate 

wire 


tires 

steel 

aluminum and brass 
automotive parts 


refrigeration parts 
electronic components 
me 


plastics 

glass 

fire equipment 
tetra lead 
catalyst 


pigments & solvents 
polyetheline 
carbide equipment 
paints and varnishes 


fine papers 
ink 


glues 
machinery and parts 
varnishes 


fertilizers 


Source and type of commodity 


United States 


bottles 


synthetic rubber 
fabrics 


door & sash hardware 
glues 

fabrics 

paints 

glass 

metal tubing 


paper board 
lues & gums 
ancy paper 

ink 

starches 

fine paper 


special castings 
steel bars & sheet 
non-ferrous metals 
pig iron 

ardware 
tools & controls 
engines & motors 
precision equipment 
wire 


fiberglass 
hardware 
automotive parts 
motors 


battery boxes 
refrigeration parts 
electronic components 
metals 


plastics 

glass 

first aid equipment 
vermicilite 
catalyst 

paper board 


pigments & solvents 
polyetheline 

carbide equipment 
metal containers 
polyesters 


machinery and parts 
paper 

varnishes 

cloth 

neon tubes 


Other Countries 


fishing nets 
milling machinery 


canvas 
fabrics 


rope 
plastics 


glass 
fabrics 
creosote 


glues | 
thread 
starches 
fine paper 


boiler tubes 

steel bars & sheet 
saw steel 
aluminum 
engines & motors 
tin plate 

wire 


steel (alloy) 
motors 
hardwood 


electronic components 
me 


optical instruments 
fire equipment 


pigments 
various chemicals 


machinery and parts 


paper 
varnishes 


Source: MANUFACTURING INDUSTRY IN THE LOWER MAINLAND REGION OF B.C. (mimeo). Lower Mainland Regional 
Planning Board of British'Columbia, 1959, Preliminary Report, pp. 47, 48. (Mimeo) 
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FIGURE | 


WHERE THE LOWER MAINLAND REGION SELLS ITS MANUFACTURED PRODUCTS 
Plywood & Veneers 
Fish Processing 


Sawmill Products 


Machinery & Electrical 
Fruit & Vegetable 
Textile Products 


Vertical Scale 


u~ 150 Million 
Other Wood Products Ra 

eS} 
Paper Products as ae 

~® 

se 50 Million 
Other Metal Products cs 

“9 LOWER 
Transportation Eqmt. 1 WAIRTANG 


Other Food & Beverages 


Chemical Products 


Non-metallic Minerals ‘ 


Petroleum Products 


\ 
\ \ 


Dairy Products 
100% 80% 60% 40% 20% 0) 20% 40% 60% BO% 100 % 


SALES WITHIN B.C. SALES OUTSIDE B.C. 


Source: industrial Survey in 1958 and D.B.S, Annual Report on Manufacturing. Compiled by Lower Mainland Regional Planning Board of British Columbia 
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Itural products. Breakdown by major com- 
modities transported shows the percentage of car- 
lumber 43%; plywood 64%; lead-zinc bar 61% 


apples 12%; fish and sea animal oils 100%; 
food N.O.S. 19% and paper 23%. 


for rail movements in 1957 fully 36 per cent of the 
agricu 


forest products moved to Ontario and beyond, 15 


per cent of manufactures and 14 per cent of 
loads moving east of the prairie provinces to be: 


and to other places. Table V shows the major 

Domestic trading relationships of the whole of 
British Columbia can best be studied from the 
Waybill Analysis. Table VI indicates the tenuous 
trade links of the province. Analysis shows that 


part of the production also goes to the prairies 
items purchased by firms in the region. 


their products. As would be expected, much of the 
production is sold within the region but a large 
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The dependence on distant markets is clearly 
indicated, and reinforced by the data of Tables 
VI and VI A-H. 

Tables VI A-H show the average length 
of haul for freight originating and terminating in 
British Columbia. It isseen that the average length 
of hauls were: animals and animal products, 1,579 


miles; manufactures, 1,238 miles; and for forest - 


products, 1,157 miles. Table VI B shows the 
average length of haul for outgoing forest products 
to be 1,768 miles and for manufactures 1,458 miles, 
while incoming manufactures travelled an average 
of 1,714 miles. These are facts which must seriously 
be reckoned with by the consumers and shippers 
of British Columbia—facts which have great 
bearing on the prosperity of the province. 

The disadvantages to long haul traffic were 
clearly seen by Commissioner Innis in the Turgeon 
Report: 
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*“Minimum losses on both railways attributable 
to the Crowsnest Pass rates $27,500,000, passen- 
ger traffic $16,000,000 and competition from 
trucks $120,000,000 possibly involves a total of 
$163,500,000. This amount cannot be allocated 
specifically to long haul traffic but the statutory 
character of Crowsnest Pass rates, competition 
from water and truck in the St. Lawrence, and 
to some extent in the Maritime regions, and 
the inability to regulate competition of such 
transportation under provincial jurisdiction, 
and competition from the motor vehicle and air 
transport in passenger traffic, imply that rates 
will be borne to an important extent by long 
haul traffic notable in relatively non-competitive 
territory such as the Western provinces with 
little prospect of relief by decisions of the 
Board.’’? 

Further trading characteristics of the province 


TABLE VII 


REVENUE FREIGHT CARRIED BY 
RaILWaAys ORIGINATING IN BRITISH COLUMBIA, 1957 


‘Tons Originated in B.C. 


Comuaodities constituting over 1% of 
total 


; COMMODITY % of grand total grand 
Total products of agriculture (C.L.).......... 3.441 | 
Total animals and products................. 0.688 
Total products of mines (C.L.).............. 20.317 
OMG Re Ea a Ba ble SR A ot oe. S. 1.261 
Copper ore and concentrates............ 5.053 
Lead ore and concentrates.............. 1.795 
YAN Stas 3? TE - hy Ge RE SEL SOUPS cra ere er 3.431 
Phosphate Fock ihc b ia kobe cc eae 2.481 
Total products of forests (C.L.).............. 45.759 
Logs, butts and bolts................... 8.569 
Posts, poles and pilings................. 2.726 
Lumber, shingles and lath............... 30.318 
Veneer, plywood................-000405 2.706 
Total manufactures and miscellaneous (C.L.).. 28.802 
GABOOG ye Noa ee Read biwx ake ee ole 1.743 
Fuel NOLS de eo aos aunts ag ap 1.254 
Fertilizers, N.O.S.. 7. 0.0. 65... 0. 4.936 
Lead and zinc, bar ingot and pig......... 2.666 
Iron and steel pipe and footings, N.O.S..... 1.399 
WIOOMOUID Ts ch Reece LP ee) ork es 4.247 
Granp Torat carload traffic................ 99.007 
A ROE. Eres De ce Bo ke able a Lai teataate ae at .993 
Granp Torat L.C.L. & C.L...............4. 100.00 


Source: ANNUAL SUMMARY OF MONTHLY FREIGHT TRAFFIC REPORTS, 1957. 


can be seen from Table VII. 

Table VII indicates the ranking of British 
Columbia’s rail traffic and the pattern of the 
economy. The most important products shipped 
by rail are lumber, accounting for nearly 46 per 


cent of total shipments, followed by manufactures, 
30 per cent and products of mines, 20.3 per cent. 
In the manufactures group it is significant to note 
that the traffic was closely related to primary pro- 
duction, for example, fertilizer, zinc and woodpulp. 


»**Memorandum on Transportation by Dr. H. A. Innis’? Report of THE RoyaL CoMMISSION ON TRANSPORTATION, Ottawa, 1951. 


p. 306. 
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Table VIII indicates the changes that have 
taken place in trading relationships since 1950, 
and the growing importance of lumber shipments, 

British Columbia’s net imports were mainly 
products of agriculture, animal and mine products, 
while forest products and manufactures formed 
the net exports. 


Transportation and the Economy of 
British Columbia 


British Columbia has her natural advantages in 
the proximity to tidewater and the mildness of 
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the coastal climate which are highly valued and 
for which British Columbians pay a high price. 
These natural advantages are offset by disadvan- 
tages such as the remoteness from markets and 
sources of supply. The cost of remoteness is, of 
course, one of the accepted facts of life in British 
Columbia, but this cost has been disproportionate 
and constitutes an undue burden as a result of 
freight rate increases. 

This cost of remoteness is vividly brought out 
by Table IX. 


TABLE IX 
AVERAGE FREIGHT Cost PER TON AND AVERAGE LENGTH OF HAUL BY PROVINCE ORIGINATED, 1957 


British Columbia 
Prince Edward Island 
Saskatchewan i 
Manitoba 


Ce 


i ey 6 Os 10) 010) e. Aw ee) m0 8) o0'e) a Oona te a! 


Siiei is: 6 <ia/ a) mo 6 Be ee eee 0) 9% 


Co 


Pe 


Ce 


Co eS 


Ce ee 


Ce Se ee 


Average Haul Average Revenue 


(miles) per ton 
739.0 $12.2 
619.2 MS Ie 
Whe & 8.1 
386.6 6.9 
295.4 6.2 
251.1 6.1 
275.7 5.7 
315.7 5.4 
99.0 3.4 
239.8 29 
S200 6.3 


Source: Table X. 


Table IX reveals that the cost of reaching the 
market for British Columbia’s shippers was, on 
the average, twice as high as the average for all 
Canadian shippers. It was also $4 per ton more 
than the freight charge per ton for the next highest 
western province, Alberta, thus refuting the 


AVERAGE FREIGHT COST PER TON 


popular conception that British Columbia has low 
freight charges vis-a-vis intermediate points. In 
fact, British Columbia’s freight charges were more 
than one-third higher than Alberta’s, indicating a 
form of one and one-third rule in reverse! 


EB iE ONO sh Doxa 


AND AVERAGE LENGTH OF HAUL 


OF ALL FREIGHT, BY PROVINCE OF DESTINATION 


LoD 
Province Average Average 
“- it tne es Revenue 
Miles $ per ton 
British Columbia 560.6 10.9 
Alberta AT. T 11 
Saskatchewan 344.4 6.8 
Manitoba 372.6 ose 
Ontario 246.4 4.6 
Quebec 349.1 6.6 
New Brunswick 440.5 oi | 
Nova Scotia 303.2 3.8 
Prince Edward Island 249.9 5.2 
Newfoundland 170.6 B27 
Canada 325.6 6.3 
Source: "Carload All-Rail Traffic 


Waybill Analysis, 1957 


by Rate, Distributed between Provinces" 


Board of Transport Commissioners, Ottawa 


Compiled by the Bureau of 


Economics and Statistics, Victoria, B.C. 
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TABLE X 


DISTANCE AND Cost CHARACTERISTICS PER TON OF TOTAL SHIPMENTS 
CommopitTy NON-CoOMPETITIVE, COMPETITIVE AND AGREED CHARGE RATES BY PROVINCE, 1957 


B.C. Alta. Sask. Man. Ont. Que. N.B. N.S. P.E.I. 


RATE 
CATEGORY Canada 


Commodity Non-Competitive. . 
Average Haul Miles...... 


338.9 483.9 | 569.6 | 439.4 | 499.0 | 268.8 | 330.4 | 291.1 243.4 | 255.5 | 122.9 


Average Revenue $...... 6.1 9.6 9.0 7.0 9.1 4.9 7.4 5.4 5.0 
Commodity, Competitive 

Average Haul Miles...... 285.0 | 1,247.1 | 218.3 | 237.2 | 93.1 | 227.8 | 186.3 | 276.8 211.0 | 66.3| 78.2 

Average Revenue $...... 16.7 4.7 6.1 3.2 4.7 49 4.3 1.8 
Agreed Charge 

Average Haul Miles...... 882,3 | 272.3 | 290.3 | 111.4 | 520.0 | 194.1 | 613.1 | 1,177.3 | 102.2] 51.8 

Average Revenue $...... 18.2 9.6 6.7 3.8 | 14.7 5.3 9.4 24.2 4.0 
TOTAL 

3 Rate Categories 
Average Haul Miles...... 739.0 | 399.6 | 386.6 | 295.4 | 275.7 | 251.1 | 315.7 239.8 | 619.2 | 99.0 
Average Revenue §...... ; 12.2 8.1 6.9 6.2 5.7 6.1 5.4 2.9 9.2 


Source: ‘‘Carload All-Rail Traffic by Type of Rate Distributed between Provinces by major commodity groups” 
WAYBILL ANALYSIS, 1957, Board of Transport Commissioners, Ottawa. 
Compiled by Bureau of Economics and Statistics, Victoria, B.C. 


TABLE XA 
AGREED CHARGES 


DISTANCE AND Cost CHARACTERISTICS OF TOTAL SHIPMENTS BY PROVINCES 
AVERAGE REVENUE PER TON (Dollars) 


COMMODITY GROUP Canada| B.C. Alta. Sask. Man. Ont. Que. N.B. NS. P.E.I. Nfid. 
Products of Agriculture........... 10.9} — — 10.7 — 4.6 — 10.7 — 12.9 — 
Animal Products): S062 iy 03%. 44.8 | 39.9 — 20.0 —- 52.2 | 59.9 — oo a _ 
Products of Mines............... 3.8 — — | 3.7 5.6 4.1 4.0 — 3.6 — —- 
oresti Pe rogucts 4c hice sted keuale wien 5.0 — — — 4.4 5.5 — — — — 
Mame IVIISC Rote eae ott cies) clea eee LOZ i 9.6 8.2 3.8 15.3 5.2 8.2 | 42.3 — 4.0 
VALOR Oe Bohn iced sien oh one 9.9 | 18.2 9.6 6.7 3.9 14.7 5.3 9.4 | 24.2 | 12.9 4.0 


Source: ‘‘Carload All-Rail Traffic by Type of Rate distributed between Provinces by major commodity groups” 
WAYBILL ANALYSIS, 1957, Board of Transport Commissioners, Ottawa. 
Compiled by Bureau of Economics and Statistics, Victoria, B.C. 


TABLE X B 
AGREED CHARGES 


DISTANCE AND Cost CHARACTERISTICS OF TOTAL SHIPMENTS BY PROVINCES 
AVERAGE HAUL PER Ton (Miles) 


COMMODITY GROUP 


Products of Agriculture. 
Animal Products....... 


234.8 | 102.7 
290.3 | 111.4 


649.9 | 1,852.3 
194.1 | 613.1 | 1,177.3 


penta aan Tacs 882.3 | 272.3 


Source: ‘‘Carload All-Rail Traffic by Type of Rate distributed between Provinces by major commodity groups” 
WAYBILL ANALYSIS, 1957, Board of Transport Commissioners, Ottawa. 
Compiled by Bureau of Economics and Statistics, Victoria, B.C. 


TABLE XC 
COMMODITY COMPETITIVE RATE 


DISTANCE AND Cost CHARACTERISTICS OF TOTAL SHIPMENTS BY PROVINCES 
AVERAGE HAUuL PER TON (Miles) 


COMMODITY GROUP Canada B.C. Que. N.B. N.S. P.E.I. Nfld. 
Products of Agriculture....... 2271.2 705.1 373.8 | 650.9 | — — 
Animal Products.....0....2... 692.7 | 2,790.8 241.7 | 166.8 | 111.8 — 
Products of Mines............ 90.7 109.6 81.6 | 181.0 | 304.2 — 22.6 
Forest Products.............. 765.4 | 1,264.6 177.8 | 200.8 | 316.5 | 102.0 | — 84.0 
DMEM WIISC Mora trie te ee en 401.5 | 1,118.1 452.5 | 342.2 | 355.3 | 165.5 | 47.2 | 402.5 


os SAS Bes AAA, 4 1,247.1 227.8 | 186.3 | 276.8 | 211.0 | 66.3 | 78.2 


Source: ‘“Carload All-Rail Traffic by Type of Rate Distributed between Provinces by major commodity groups’’ 
WAYBILL ANALYSIS, 1957, Board of ‘Transport Commissioners, Ottawa. 
Compiled by Bureau of Economics and Statistics, Victoria, B.C. 
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TABLE X D 
COMMODITY COMPETITIVE RATE 


DISTANCE AND CosT CHARACTERISTICS OF TOTAL SHIPMENTS BY PROVINCES 
AVERAGE REVENUE PER TON (Dolla:s) 


COMMODITY GROUP Canada |_ B.C. Y i : jz .B. S. P.E.I. Nfid. 
Products of Agriculture. . 4.3 : : ’ Y : : ; ‘ — — 
Animal Products........ 16.7 g i : x ‘ J y i 5.6 — 
Products of Mines....... 1.4 é . : : ; : : 4 — 0.8 
Forest Products......... 9.6 ; ’ ; : ‘ ; _ 1.8 
Man./Misc............. 9.8 j j 4 } ; : 4 : aa | 8.0 


PA VOEAR Os 1? syseynts wari 5.5 : ; : ‘ , E : 3.1 1.8 


Source: ‘“‘Carload All-Rail Traffic by Type of Rate distributed between Provinces by major commodity groups” 
WAYBILL ANALYSIS, 1957, Board of Transport Commissioners, Ottawa. 
Compiled by Bureau of Economics and Statistics, Victoria, B.C. 


TABLE X E 
COMMODITY NON-COMPETITIVE RATE 


DISTANCE AND Cost CHARACTERISTICS OF TOTAL SHIPMENTS BY PROVINCES 
AVERAGE HAUL PER Ton (Miles) 


COMMODITY GROUP — Canada B.C. Alta. Sask. Man. Ont. Que. N.B. N.S. P.E.I. | Nfld. 
Products of Agriculture. 636.1 814.9 423.9 436.5 857.3 | 770.9 | 253.2 | 311.2 653. 7| 258.5 | 81.7 
Animal Products....... 1,245 .2| 1,074.1 | 1,407.0 | 1,324.7 | 1,314.3 | 326.7 | 663.2 | 629.8 934 .3| — she 
Products of Mines...... 204.8 244.5 528.2 324.6 367.0 | 96.1 | 254.7 | 162.7 | 173.2 | 87.0 | 48.4 
Forest Products........ 303.2 833.5 401.8 352.1 279.6 | 201.3 | 292.9 | 305.7 | 237.9 | 376.0 | 83.7 
Man. Mise. oo... a 567.7 874.1 572.7 891.9 589.7 | 553.5 | 477.8 | 393.7 | 692.4 | 280.5 | 161.2 


PIVOFARC cts core ce ess 338.9 483.9 569.6 439.4 499.0 | 268.8 | 330.4 | 291.1 | 243.4 | 255.5 | 122.9 


Source: ‘“‘Carload All-Rail Traffic by Type of Rate distributed between Provinces by major commodity groups” 
WAYBILL ANALYSIS, 1957, Board of Transport Commissioners, Ottawa. 
Compiled by Bureau of Economics and Statistics, Victoria, B.C. 


TABLE X F 
COMMODITY NON-COMPETITIVE RATE 


DISTANCE AND Cost CHARACTERISICS OF TOTAL SHIPMENTS BY PROVINCES 
AVERAGE REVENUE PER TON (Dollars) 


COMMODITY GROUP 


Products of Agriculture. . 
Animal Products........ 


Products of Mines....... 1.4 1.8 2.0 
Forest Products......... 4.2 4.7 2.6 
Main / MibGs eas sae 9.7 5.9 6.6 
PVCTESO KG hai 5 peice aos sre 2.7 6.7 5.0 


Source: “Carload All-Rail Traffic by Type of Rate distributed between Provinces by major commodity groups” 
WAYBILL ANALYSIS, 1957, Board of Transport Commissioners, Ottawa. 
Compiled by Bureau of Economics and Statistics, Victoria, B.C. 
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Further breakdown of Table X is given in Table 
XI and shows the disparity of British Columbia’s 
freight charges by rate group as follows: 


6917 


British Columbia’s agreed charges are higher 
per ton than for all other provinces except Nova 
Scotia _ and twice as high as those for 


TABLE XI 


AVERAGE FREIGHT CHARGE PER TON BY RATE GROUP, BY ORIGINATING PROVINCE, 1957 


Rate Group 
Province Agreed Charge Canc Gee 
British Columbia.............. 18.2 16.7 9.6 
IN Tear er ee eee 9.6 4.7 9.0 
Saskatchewan................. 6.7 6.1 7.0 
DYE TEE ERD) OF21 RRR errs 3.9 ate, 9.1 
Onianie eae see ee eee 14.7 4.7 4.9 
BEI e o i oA ees eile ne 5.3 4.9 T.A4- 
New Brunswick............... 9.4 4.3 5.4 
INIONELY Seon ar ge ee 24.2 3.9 Ind | 
Prince Edward Island.......... 12.9 3.1 6.7 
Newfoundland................ 4.0 1.8 5.0 
WANAUAM ET Co ee Bee 9.9 Bob 6.1 


Source: Table X, X A-F 


Alberta. Competitive rates per ton are for British 
Columbia three times as high as the Canadian 
average, while non-competitive charges are also 
higher than all provinces. 

The cost of reaching British Columbia’s markets 
is indeed high and is a disadvantage of shippers 
which has always been accepted. However, the 
cost has become disproportionate as the tables 
reveal, and any further freight rate increases for 


the province, especially horizontal percentage 
increases, could well be disastrous for many pro- 
ducers. As has been said many times before, it is 
not the freight rates that cause the hardships but 
the cost per ton in reaching the market. A high 
freight rate in itself does not cause complaint but 
rather high transportation charges piled onto 
bulky, long haul shipments selling in competitive 
markets. 


EXHIBIT NO. XI A 


AVERAGE FREIGHT CHARGE PER TON BY RATE GROUP 


FOR ALL FREIGHT, BY PROVINCE OF DESTINATION 


Province 


British Columbia 
Alberta 
Saskatchewan 
Manitoba 

Ontario 

Que bec 

New Brunswick 

Nova sSeotia 

Prince Edward Island 


Newfoundland 


Canada - 
Source: 


Waybill Analysis, 1957 


Board of Transport Coinmissioners, 


Jsompiled by the Bureau of Economics and 


Another facet of British Columbia’s economy is 


that it is heavily dependent on foreign markets 
for its production, especially in sawn lumber and 
plywood, refined metals, fish and apples. 

The ability to reach world markets as cheaply 
as possible is of concern not only to the province 
but to Canada as a whole. In moving goods to 


1957 
RATE GROUP 
Commodity 

Agreed 

engees ee Nona Competitive 
34.1 14.3 6.6 
) CONE ee) 13.5 
LO. O.5 8.0 
10.6 31.5 9.0 
6.0 4.5 44 
4.1 529 7S 
13.4 oe) era) 
1 D3 35 

- Ses 5.4 

4.1 eee) oan | 
9.9 Ae) 6.1 


"Carload 411-Rail Traffic by Rate, Distributed between Provinces’ 


Ottawa 


Swiche sls nuke sme olehekengulsks. Jel Ge 


foreign markets freight. charges by rail are im- 
portant as ocean shipping rates are closely com- 
petitive with rail rates. Goods moving to the 
United States are, of course, mainly dependent 
on rail rates. The British Columbia producers 
must be allowed to enter home markets on a 
reasonable basis in view of the very competitive 
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TABLE XII 


APPROXIMATE EXPORTS OF SAWN AND PLANED SOFTWOODS (INCLUDING TIES, BOXBOARD, STAVES AND SHINGLES) 
FROM SELECTED COUNTRIES TO THE UNITED KinGpom (1953-54 and 1957-58) 
(1,000 bd. ft.) 


YEAR U.S.S.R. Canada 
Av. 1953/54..... 304,900 743,500 
Av. 1957/58..... 557,000 490,000 
Change......... +252,100 — 253,500 
Total market change.............. + 31,345 
@anada'silossiaieie . Cerri. ob. — 253,500 


Sweden Finland Norway 

832,500 587,900 45,855 

826,000 602,000 71,000 
— 6,500 + 14,100 +25,145 


Source: Wm. Brandts (Timber) Ltd., London. 


Note: A standard of 165 cu. ft. has been converted to 2,000 f.b.m. 


overseas situation. Often producers have to accept 
lower margins overseas and need volume at home 
to ease the burden. Here transportation costs are 
vital in allowing or denying access to homemarkets. 

The highly competitive situation of foreign 
markets for the products that British Columbia 
has to offer makes it essential that the prices be 
comparable with world prices. The vagaries of 
export markets and prices make imperative, access 
of British Columbia producers to markets at 
home. Only with assured Canadian consumption 
can producers hope to compete abroad. 


EXHIBIT NO: XII A 


The degree of foreign competition is intense. 
Salmon, lumber, fertilizers and metals are readily 
available from many sources on the world com- 
modity markets. In this respect Table XII is 
of interest. 

Table XII indicates that in the United King- 
dom market in the period 1953/54 to 1957/58 
Canada has lost exports of one-quarter billion 
board feet while Russia, Finland and Norway 


_ gained substantially in this growing market. 


APPLE PRODUCTION - BRITISH COLUMBIA AS A 


PERCENTAGE OF CANADIAN PRODUCTION, 1950-571 


Year 
1950 
1951 
1952 
1953 
1954 
i722 
1956 
1957, 


b 
54.3 
SieS 
52.6 
51.2 
45.0 
37.8 
35.6 
48.7 


DISTRIBUTION OF BRITISH COLUMBIA'S 1957 APPLE CROPS 


(FRESH FRUIT) 


Domestic shipments 
Export shipments 
TOTAL 


(Bushels) 
3,155,652 


2,086, 562 


5,242, 214 


Exports as percentage of total 40% 


Report of the Royal Commission on the Tree-Fruit Industry 
of British Columbia, October 1958, p. 207. 


C4 


British Columbia Fruit Board Circular No. S-57-9 June 4, 1959. 


The European common market may well have 
disastrous consequences for British Columbia 
producers unless they remain competitive. A 
healthy home market encouraged by the lowest 
freight rates consistent with costs, is the best way 
to ensure Canada’s interests in this sphere. 


British Columbia and National Policy 


British Columbia’s natural disadvantages are 
compounded by reasons of national policy beyond 
the control of the province and to which regard 
should be given. 
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The location of the Intercclonial and the 
Canadian Pacific railway lines through Canada 
instead of through the United States of America, 
was dictated by national policy rather than by 
the minimization of transportation costs. 

In this respect the study prepared for the 
Royal Commission on Dominion-Provincial Re- 
lations is pertinent: 

“It is obvious that a railway connection be- 

tween Central Canada and the Maritime Prov- 

inces, could be much shorter by crossing the 

State of Maine than by locating a line wholly 

in Canadian territory. It is also evident that 

from a strictly railway point of view the most 
logical connection between the Canadian North- 

West and British Columbia and Central Canada 

was by utilizing lines already constructed in 

the United States with which connectionsexisted 
at the Ontario-Michigan border. As an alterna- 
tive, a connection between Central Canada 
and British Columbia could have been provided 
by a line running from Sault Ste. Marie through 
northern Michigan, Minnesota, Manitoba and 
the Canadian Northwest, which would have 
permitted the tapping of the traffic possibilities 
of both United States and Canadian territories. 

Political considerations prevented any such 

course, as these lines would, in part, have 

remained outside the political jurisdiction of 

Canada. 

The decision finally reached was to construct 
the required railway connections wholly through 
Canadian territory, although such a policy in- 
creased the distance to the Maritime Provinces 
by 250 miles, and on the western route meant 
traversing the wilderness and surmounting part 
of the Pre-Cambrian Shield north of the Great 
Lakes.’’? 

The railways were constructed in uneconomic 
locations and became instruments of national 
policy. Although these aspects were considered 
by the Turgeon Commission, the disadvantages 
remain for the British Columbia shipper who must 
ship over a route to his markets which was more 
costly in construction and more circuitous than 


FIGURE 2 
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it could have been. These disadvantages have 
been removed to some extent in the east by the 
Maritime Freight Rates Act but they still re- 
main for British Columbia shippers who have to 
contend not only with the ‘economic desert” of 
the Rockies but also with the costly lines built 
for national considerations. Although no specific 
relief is asked for such as the Maritimes receive, 
it is urgent that British Columbia’s position be 
considered and disadvantages such as the one and 
one-third rule, the Bridge subsidy, high charges 
due to Crowsnest rates, and passenger deficits 
alleviated. 

It is unquestionable that it was for reasons of 
national policy that trade has been forced into an 
unnatural east-west direction. The natural mar- 
kets and sources of supply for British Columbia 
are in the United States and yet the province is 
forced, through national policy, to trade over 
long distances to the east, thus paying high 
freights and high prices on incoming shipments. 
The natural communications and trade of British 
Columbia are with Seattle, Portland, Spokane, 
San Francisco and Los Angeles, all of which are 
near relative to comparable markets in Canada. 

For example, straight line distances of selected 
towns from Vancouver and their populations are 
presented in Table XIII. 

Figure 2 is a graphic representation of Table 
XIII showing that within 300 miles of Vancouver 
there are nearly a million people to the south in 
towns of over 50,000 population, while there are 
none in an easterly direction. Within 900 miles 
going south there are 1.7 million people while 
going east only 124.6 thousand. 

Los Angeles is nearer than Winnipeg, and at 
the 1,200 mile level a market on the western coast 
of the United States of nearly six million people is 
available, compared with only 648.9 thousand in 
Canada. Even if Toronto and Montreal were 
included the market would be still less than half 
that available on the Pacific Coast. 

British Columbians have to buy and sell in 


POPULATION AND DISTANCES FROM VANCOUVER, CANADIAN PRAIRIES AND U.S.A. PACIFIC COAST 


(TOWNS OVER 50,000 POP.) 


Population 


U.S.A. PACIFIC COAST 


Population ( thousands ) 


1,200, Aniles 


Source, Table XIII 


'R.A.C. ney and Associates, Rar.way Freicut Rates In Canapa. A study prepared for the Royal Commission in Dominion- 
a 


Provincial Relations, Ottawa. 1939. pp. 12, 13. 
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TABLE XIII 


CITIES WITH POPULATIONS OVER 50,000 AND DISTANCES FROM VANCOUVER TO CANADIAN PRAIRIES 
AND U.S.A, Paciric Coast 


Distance from Vancouver! Population? 
CITY (miles) (th.) 
SICAL UIGS eta mera ts Bit fice. Dene k habe <5 117 611.3 
LEFT HE Dy Ce Unt Rea etal on Sine et crea LA RA age eA eI ce A 251 373.6 
CORTE agian Lape AS ei a RY > ~ ERT tar A402 129.0 
MSTONCOM Grote cer thon restart ci we veenceltra. cere ota ch nis 519 159.6 
RIRCRAINGIIVO ee Mit ery oe sie dice cot shee 720 137.6 
MSGR RA LOOT Ger Te See ere heres hse lheac wale Sods 729 53.3 
MATCH FANCIRCO S2a5 ieee Mote ads diame aetna eure ER 770 1,440.0 
Regina, ...: .. S.aeeRernon es Teakenw. Bnew 804 71.3 
Preano.,........ tRCOih AR Chrno Rinne 854 91.7 
PRIS TANPELER ee ea 1,055 2,814.5 
VAD TMDOR et penser er cadet a eA lac tare 1,122 235.7 
MAR ESED DIO RO ae ate ct tay aseleceds nd a chus Sinus este 1,156 334.4 


1Note: Straight line distances. 


Source: CANADA YEAR Book, 1958-59, p. 125 as at 1951; STATISTICAL ABSTRACT OF THE UNITED STATES as at 1950. 


Incl. Tacoma, pop. 143.7. 


‘Incl. Oakland, pop. 384.6; Stockton, pop. 70.9; Berkeley, pop. 113.8; San Jose, pop. 95.3. 
‘Inc. Alameda, po Pop. 64,4; Burbank, pop. 78.6; Glendale, pop. 95.7; Long Beach, pop. 250.8; Pasadena, pop. 104.6; Alhambra, pop. 
i 


64.4; San Bern 


Canada because of tariff policies which distort 
the natural lines of trade. Import duties mean 
that British Columbia importers cannot take ad- 
vantage of close sources of supply in the United 
States and so must pay high protected prices, 
inflated by long haul freight rates and percentage 
increases, to obtain similar goods from Eastern 
Canada. There is little chance of manufacturing 
these products in British Columbia as we lack a 
large local market and many of the special re- 
sources which would be necessary. The central 
provinces are the beneficiaries of this policy at 
the expense of western Canadians who are forced 
into consuming eastern manufactures. 

Tariff retaliation on the part of the United 
States is successful in keeping many British 
Columbia products out of the United States 
market and so British Columbians are forced to 
sell in the distant prairie or the eastern market in 
order to pay for imports of manufactures there- 
from. The tariff policy of Canada, together with 
national transportation policies, have had the 
effect of subsidizing the eastern manufacturers at 
the expense of the British Columbia consumer 
and the producers of basic commodities. 

When these effects are superimposed upon the 
disadvantages of long hauls, bulky commodities 
and captive traffic common to British Columbia 


no, pop. 63.0; Santa Monica, pop. as 6; Southgate, pop. 51. 0. 


produce, and the long hauls of imports, in addition 
to the ever-increasing burden of freight rates on 
this segment of traffic, the results are serious. 
While the province agrees that a policy of keep- 
ing trade in an east-west direction is essential to 
the wellbeing of the Canadian nation, it is urged 
that British Columbians should not be made to 
pay unduly for the benefit of Canadiansasa whole. 


British Columbia’s Dependence on Rail 


Shipments from British Columbia, being bulky, 
heavy and travelling long distances, are ideally 
suited to rail and are in many cases tied to rail- 
ways as there is no reasonably competitive form 
of transportation for these types of commodities. 

Roads are difficult and costly to build through 
the province, and so trucks going to eastern Canada 
travel via U.S.A. routes, paying licence fees in 
each state. As there are no reciprocal licence 
arrangements between the province and the several 
states or provinces, truck operation over long 
hauls is very costly and impractical for the types 
of commodities which British Columbia has to 
offer. 


EXHIBIT NO: XIII A 


ANNUAL LICENSE FEES PAYABLE BY B.C. BASED TRUCK 


(68,000 lbs. gross) IN REGULAR SERVICE BETWEEN VANCOUVER AND TORONTO 


Territory Tractor Trailer Other fees Total 
Operating Operating 
License Authority License Authority 
British 
Columbia $755 $ 48 $ 10 Excise $250 est. $ 813 
Washington 463 44 461 1,218 
Idaho 100 100° 2 2022 
Montana 345 10 210 Revenue $25 560° 
N. Dakota 847 3 850 
Minnesota 976 12 107 1,095 
Wisconsin 875 10 975 
Michigan 309 20° 270 599° 
Ontario 502 142 227 112 983 
Federal Use 
Tax a. 
TOTAL $7, 405 


1 Excludes fuel taxes 


? Mileage basis 


3 Approximate total because the revenue and mileage taxes vary. 
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As there is usually no alternative form of trans- 
portation, reasonablerail freight rates—reasonable 
in the light of costs of carriage—are absolutely 
essential for the economic health of British 
Columbia. The fact is that the province depends 
almost entirely on railway transportation for its 
welfare and the economic growth of the Province 


is in danger of becoming stunted by reason of 
high freight charges. 


The dependence of the Province on rail is shown 
by Table XIV. 

Table XIV indicates that most of the com- 
modities which are exported from British Columbia 
to other parts of Canada are carried by rail. 


TABLE XIV 


DISTRIBUTION OF TRAFFIC BETWEEN TRANSPORTATION AGENCIES; 
INCOMING AND OUTGOING SHIPMENTS— BRITISH COLUMBIA, 1957 


For Hire 
Private* 
Intercity 


Highway*—tons 


*IncludesjYukon and North-West Territories. 


Incoming Outgoing 
760,142 194,225 
12,941,280 10,884,178 
176,000 64,000 
18,000 26,000 


‘TRAFFIC TO AND FROM East AND WeEsT Coast or CANADA VIA THE PANAMA CANAL, 1957—Canada Year Book 1957-58. 
1ANNUAL SUMMARY OF RAILWAY FREIGHT TRAFFIC, 1957— Dominion Bureau of Statistics. 
*Moror TRANSPORT TRAFFIC STATISTICS, 1957— Dominion Bureau of Statistics. 


EXHIBIT NO: XIV A 


REPORTED SHIPMENTS OF SAWN LUMBER AND TIES FROM BRITISH COLUMBIA MILLS TO THE PRAIRIE 
AND EASTERN CANADIAN MARKETS IN 1958, BY MEANS OF CARRIAGE (IN MILLION FBM) 


Total 
Shipments 
Coast Mills alt sy Bea i 
Rail 156.0 
Truck -O4 
Water Dial! 
Interior Mills 3535 
Rail Belial 
Truck 26.2 
Total 514.4 


To To 
Prairie Markets Eastern Canada 
48.6 112.5 
48.6 107.4 
-O4 PA 

- ayy 
217.4 135.9 
POLIS 135.9 

26.2 
266.0 248.4 


REPORTED SHIPMENTS OF SAWN LUMBER AND TIES FROM BRITISH COLUMBIA MILLS TO THE PRAIRIE 
AND EASTERN CANADIAN MARKETS IN 1948, BY MEANS OF CARRIAGE (IN MILLION FBM) 


Total 
Shipments 

Coast Mills 

Rail 281.4 

Truck Not reported 

Water Not reported 
Interior Mills 162.7 

Rail 162.0 

Truck NT 
Total 44k 1 
Source: Dominion Bureau of Statistics 


of Sawmills in British Columhia 


Table VI shows the total rail transportation 
bill for British Columbia, with breakdown by 
type of rate and direction of haul in Tables VI 
A-H. It is seen from Table VI A that the total 
domestic rail transportation bill for British 
Columbia in 1957 was $131 million, providing the 
railways with seven billion ton-miles. In other 
words, for domestic traffic only, British Columbia 
provided thirteen per cent of the freight revenues 
for the railways and eleven per cent of the freight 
ton-miles. 


British Columbia Pays the Freight 
both ways 


An additional disadvantage that British Columbia 
suffers is from the apparent paradox of paying 
freight charges both on the things sold and on the 
commodities imported. 
Commissioner Knowles commented on this 
before a Senate Committee: 
“Mr. KNOWLEs: People from the western and 
Maritime regions have always claimed that they 
pay the freight both ways on raw material in 
and finished products out. I have taken them 
at their word, and have taken all the traffic in 
and out of the western region, and in and out 
of the maritime region, and the central region 
issimply the traffic that originates in that region. 


To To 
Prairie Markets Eastern Canada 


O40 Wired 
97.8 64.9 
aha 64.9 
AY, - 
201.8 242.3 


eR eh Shipment and Stocks on Hand 


You could get into endless arguments as to 
who pays the freight. I have listened to cases 
for 10 years, at which all the provincial people 
have appeared, and the maritimers and 
westerners have always claimed they pay the 
freight both ways. As I say, I accepted that in 
these calculations. 

SENATOR Isnor: That is pretty nearly true, is 
it not, that the Maritimes do pay the freight 
both ways? 

Mr. KNow. ss: I think it isquite truesenator... 


In the long run, of course, freight charges must 
be borne by the consumer as these are just as 
much costs of production as the costs of raw 
materials or wages. In the short run, such as 
between successive freight rate increases, freight 
charges may either be borne by producers or passed 
along to consumers in the final price of the prod- 
uct. When the selling market is competitive and 
there are many other sources of supply available 
to the consumer, the producer must absorb freights 
as customers refuse to accept any increase, turn- 
ing to alternative suppliers. The production of 
British Columbia, destined for overseas markets, 
being mainly forest products and minerals, is in 
close and direct competition with producers in 
other countries. British Columbia’s producers have 
to accept the world price over which they have 
no control. 
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There is frequently government control over- 
seas, tariff barriers, common market tariff agree-' 
ments, dumping and production subsidies, foreign 
markets for fruit, lumber, salmon and mineral 
products. This means that the British Columbia 
producer has to overcome these difficulties if he 
is to export at all. He needs a strong home market, 
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encouraged by reasonable freight rates, as he must 
absorb any freight rate increases that come along. 

Even in the Canadian market the producer 
meets severe competition from market-oriented 
producers which, as he cannot control the selling 
prices, he must meet by absorbing his proportion- 
atelv, high freight charges. 


‘PROCEEDINGS OF THE STANDING COMMITTEE ON TRANSPORT AND COMMUNICATIONS. The Senate of Canada, 2nd Session, 24th 


Parliament, June 17, 1959. p. 16. 


TABLE XV 


WAYBILL SAMPLE OF INTERPROVINCIAL MOVEMENTS 1957 
DISTANCE AND Cost CHARACTERISTICS OF COMPETING SHIPMENTS BY PROVINCE 


i 


Carloads 


in 
Sample 

LUMBER 

British Columbia to Ontario...... 121 

New Brunswick to Ontario........ 17 
Woop Pup 

British Columbia to Ontario...... 3 

New Brunswick to Ontario........ 4 


Foop Propucts N.O.S. 
British Columbia to Ontario...... 6 
New Brunswick to Ontario........ 4 


Average Aveiage Average Average 

Weight Haul Charges Charge 

Per Car Per Ton Per Car Per Ton 
(tons) (miles) taint jade ae Sy ($) 
31.7 2,516 900 28 
30.0 836 306 18 
49.8 2,820 1,276 25.5 
42.0 724 486 11.5 
31.8 2,756 1,275 40 
18.7 687 326 17 


a 


Source: WAYBILL ANALYSIS 1957 by Province of Origin and Destination 


Table XV shows how British Columbia’s freight 
charges are higher than for other producers for 
competing movements and yet they must lay down 
their produce in the same markets as there is no 
alternative. 

As the selling price in competitive markets for 
all sellers must be the same the implication is that 
sellers with the highest freight charges (which 
cannot be passed on) must be either accepting 
lower margins or having lower production costs. 
If lower production costs are impossible to achieve 
then lower margins will eventually bring about a 
disinvestment in an affected industry and the 
producer will go out of business. Producers tied 
to the source of raw materials, as lumber manu- 
facturers or apple growers in British Columbia, 
do not get the alternative of shifting their location 
nearer the market. 

Though it may be argued that this is only the 
functioning of our competitive free enterprise 
system, it would be a misrepresentation as British 
Columbia shippers have to pay a high freight 
charge swollen out of proportion by unremunera- 
tive services offered elsewhere and by other factors. 

In any case, on the British Columbia shipper 
rests the economic health of the province and in 
a specialist economy with limited opportunity for 
diversification, continued absorption of freight 
charges will bring about a cut-back in wages, con- 
traction of business and an ultimate bankruptcy. 

It cannot be questioned that the consumer pays 
the freight for products coming in to the province. 
This occurs in the short run also as British 
Columbians are shut off from closer, cheaper, 


sources of supply in the United States through 
tariff policies. Demand for goods brought into the 
province is therefore generally inelastic. This is 
conducive to passing on the freight charge in the 
short run as well as in the long run. 

It is sometimes said that the general disadvan- 
tages of British Columbia in the matter of high 
freight rates are offset by the rate umbrella afforded 
to local manufacturers. If it were not for high 
freight rates they would not be able to compete 
with imports from the east. 

However, it is to be hoped that the general 
impression is not that the disadvantages of high 
freight charges for British Columbia are offset by 
advantages. This is by no means the case. Only 
a small number of market-oriented producers are 
able to benefit from high freight charges as the 
greater proportion of producers in this province 
are closely lined up with distant, specialized 
markets with no chance of selling closer to home. 
Even market oriented manufacturers in British 
Columbia have often to purchase raw materials 
from distant sources so the advantages of high 
freights go to a very select few. In any event, the 
local manufacturer selling locally is aided by high 
freights only in the initial stages of production. 
Sooner or later he will need outlets further afield 
as competitors spring up around him. When this 
happens low freight charges are important to him 
just as they are to his colleagues now shipping 
over the long hauls. 


Horizontal Percentage Increases 
So much has already been said about horizontal 
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percentage increases in every rate case and before 
Royal Commissions, yet nothing has been done 
about them either by the railways or the Board 
ot Transport Commissioners in spite of the con- 
clusions and recommendations of the Turgeon 
Commission. These conclusions are as follows— 
and it may be noted that there have been four 
general increases since 1950 and three interim 
increases. 


“1. Applications for uniform horizontal increases 
to all freight tolls assume that all freight can, 
under all conditions, bear an equal burden of 
increase. This is an incorrect assumption. 


**2. Horizontal increases, although preserving rate 
relationships percentagewise, disturb them in 
cents per 100 (or other unit) in so far as 
shippers and consignees are concerned, and 
this is of much importance to them. 


**3. Horizontal increases aggravate the disadvan- 
tage already suffered by long haul shippers 
and consignees. 

“4. The remedy does not lie in the prohibition, 
statutory or other, of horizontal increases, 
but is in the hands of the railways themselves. 
The railways should make studies of traffic 
conditions in all their bearings and should 
present to the Board (in accordance with the 
foregoing precedents) proposals showing not 
only their maximum percentage increase 
requirements but also, among other particu- 
lars, varying percentage increases on different 
commodities, flat, instead of percentage 
increases when these are more suitable, and 
maxima in appropriate cases in cents per 100 
pounds or other unit. Special attention should 
be given to long haul traffic and to rates on 
basic (or primary) commodities. The Railways 
should be in a position to do this especially 
in the light of new statistical procedures. But 
if the Railways do not approach the task in 
this way, it ought to be the duty of the Board 
to see that they do so... 

“5, Legislative amendment to bring about the 
desired results is not necessary, and it would 
be difficult to provide an adequately detailed 
procedure by statute. Each case must stand 
on its own merits; different considerations 
willapply under different economic conditions; 
and undoubtedly different considerations 
apply in the case of small, as compared to 
large, increases. It is the sudden shock to the 
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economy caused by large horizontal increases 
that raises the problem, and this fact should 
receive the close attention of both the railways 

and the Board.. .’’® 
As a method of recovering increased railway 
expenses, horizontal percentage increases are with- 
out question outmoded in the light of the generally 
competitive situation. They are also inefficient 
and unjust. They inevitably lead to protracted 
rate cases and appeals; the final results satisfying 
neither the railways, theshippersnor the provinces. 


The situation in the United States is described 
by Professor Merrill Roberts and is equally appli- 
cable to the Canadian position: 

“The conduct of the general rate cases repre- 

sented by Ex Parte 206 clearly indicates that 

the achievement of some desired level of financial 
contribution through this medium is highly un- 
certain. The proceedings are ligatory monstrosi- 
ties, with companies and Commission alike 
facing tasks that are impossible of fulfillment. 
The carriers must propose and defend a single 
percentage increase for virtually the whole range 
of their services. In view of the wide variation 
in demand elasticity and in the demand and 
cost function relations associated with individual 
services, no single percentage is defensible. The 

Commission is put in the same impossible 

position in its attempt to evaluate the percent- 

age proposed and defended by the railroads.” 


“The general rate case as presently construed 
is a veritable farce. Its broad sweep virtually 
precludes even the most rudimentary consider- 
ations of the intimate demand and cost relation- 
ships that should govern pricing in specific 
markets. Armed only with the crudest data and 
analytical concepts, the railroads solemnly en- 
deavor to establish the wisdom of a course of 
pricing action represented by uniform percent- 
age increases that they must know is indefensible 
in terms of self-interest and which is not very 
rigidly applied in practice.’’® 
Horizontal percentage increases are not appro- 
priate vehicles for passing on increased costs in 
the light of competitive conditions generally pre- 
vailing. Where competition exists, the increase 
cannot be passed on and this segment is getting 
larger every day. The logic of steadfastly retain- 
ing such a clumsy method of raising increased 
revenues must be seriously questioned when it is 
well known that a general increase on all traffic is 


‘REPORT OF THE ROYAL CoMMISSION ON TRANSPORTATION, 1951, op. ciT. pp. 61, 6 
*Merrill Roberts, “Maximum Freight Rate Regulation and Railroad Earnings Control, ’? LAND Economics, May 1959. pp. 126, 136-7. 
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FIGURE 3 


CHANGES IN MARKET; AREA DUE TO HORIZONTAL PERCENTAGE INCREASE 


Total costs of production including freight 


0 Distance — (miles) 


impossible. The time for such increases has gone 
and a more selective method is desirable on many 
counts. General increases of this nature may 
actually encourage further competition as is sug- 
gested by Professor James C. Nelson: 
*““No one can seriously quarrel with pricing 
objectives such as preventing insolvency or 
earning sufficient returns for an adequate volume 
of capital investment. But even rail officials 
have questioned whether the roads can safely, 
in their own long-term interest, continue to rely 
on raising the freight rate level recurrently as 
the principal pricing means for satisfying their 
revenue needs. For while rail officials have been 
correct in predicting that the postwar general 
rate increases would substantially raise revenues 
as a whole, demand in the aggregate being 
inelastic in the short run, the higher rates appear 
to have directly diverted substantial amounts 
of high valued traffic to alternative agencies or 
to private carriers. No doubt rising freight rates 


have also encouraged decentralization of indus- 

try, thus putting trucks in a more advantageous 

position to command traffic because of shorter 
hauls.’’? 

Apart from the general effects on the railways’ 
competitive position, horizontal percentage in- 
creases have effects on industry which are against 
the best interests of the country. 

Similar points are forcefully made in the Judg- 
ment of the Board of Transport Commissioners 


of 15th February, 1954 where they say: 


““As a result of these recent rail traffic trends, 
we are now more strongly than ever of the 
opinion that the long succession of general freight 
rate increases, mainly due to added costs of 
labour which is the largest single factor and to 
increased costs of materials, has brought about 
a loss of traffic by the railways to competing 
modes of transport not only of traffic which the 
railways formerly regarded as vulnerable 
because it was highly competitive, but a loss 


7James C. Nelson, RAILROAD TRANSPORTATION AND PuBLic PoLicy, Washington, D.C., The Brookings Institution, 1959, p. 343. 
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as well of traffic which was formerly non- 
competitive but which has now become subject 
to competition by reason of the aforementioned 
long succession of rate increases. Thus the law 
of diminishing returns is now, in the inexorable 
economic sense, beginning to assert itself. We 
are convinced therefore that, unless the several 
underlying conditions adversely affecting the 
railway industry in general changes markedly 
for the better, means other than general rate 
increases imposed on the basis of the past will 


have to be found in the future if the railways . 


of Canada are to be maintained in a healthy 

operating position.’’® 

One effect of a percentage increase is the loss of 
markets to our producers, an effect which can, 
perhaps, be represented graphically in Fig. 3. 

It is assumed that A is a plant in British 
Columbia with lower production costs than plant 
B located, for example, in Ontario. Production 
costs within the plants are represented by solid 
blocks. 
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The lines a, a', b and b! are the freight charges 
which must be added to other production costs 
for plants A and B respectively. Before a rate 
increase plant B has the market as far west as y 
while A supplies the rest of the area. A has the 
largest market because of its lower production 
costs. 

After a horizontal percentage increase, however, 
A’s position is worsened because of the distance 
over which its goods must travel. Because the 
freight costs of reaching distant points is already 
high, a percentage increase aggravates this position 
vis-a-vis plant B. B now increases its share of the 
market by area x—y at the expense of A. 

When goods are of low value in relation to bulk 
a horizontal percentage increase is particularly 
burdensome. Goods of high value are less affected 
by transportation costs than goods of low value. 
Most British Columbian products, fish, timber, 
minerals, are extremely sensitive to rate increases 
as the freight charges represent a high proportion 
of the selling price and other production costs. 


EXHIBIT NO: XV A 


LUMBER FREIGHT CHARGES AND SELLING PRICES 


Selling prices in Winnipeg: 


No. 2 or better green dressed hemlock 1,000 f.b.m. 


No. 2 or better green dressed fir 


Freight charge Vancouver to Winnipeg per 


Freight charge as percentage of hemlock delivered price 


Freight charge as percentage of fir delivered price 


Notes 


$90.00 
1,000 f.b.m. $97.75 
1,000 f.b.m. $32.20 
35.8% 
32.9% 


(1) Dimensional weight 2 x 4 green hemlock and fir = 2,300 lbs per 1,000 f.b.m. 


(2) Freight rate Vancouver to Winnipeg = $1.40 per 100 lbs. 


Even the goods imported into the province tend 
to be bulky—machinery, building materials and 
automobiles for example. 

Horizontal percentage increases discriminate 
against regions which are obliged through physical 
location and circumstances imposed by national 
policies to ship and receive goods over great dis- 
tances. Instead of making for national economic 
unity such increases, by discriminating against 
long haul traffic, tend to disintegrate the economy 
into local high cost producing regions. The advan- 
tages of large scale production are abandoned as 
it becomes cheaper for manufacturers to locate 
their plants near the market, however small. When 
this is impossible, by reason of a local shortage 
of essential raw materials, then goods must still 
be shipped great distances at the expense of the 
producers and consumers. 

Apart from the inequities mentioned in the 
quotation from the Turgeon Report, two addi- 
tional injustices are particularly severe in their 
incidence and unwarranted in today’s circum- 
stance. The first of these is that increases in freight 
rates are successively piled on to a smaller and 
smaller portion of freight traffic, as was stressed 
in the 17 percent Judgment: 

“The full amount of an authorized percentage 


*43 JORR. No. 22A 69. 
48 JORR. No. 16A 25. 


increase can be effectively applieu only upon 
the so-called ‘normal’ traffic, which, in the sense 
in which it is used in this portion of the Judg- 
ment, excludes coal and coke traffic; grain and 
grain products at statutory and related rates; 
international, overhead, import-export and 
other related rates traffic; competitive traffic; 
and agreed charge traffic. Since 1953 this normal 
traffic has drastically shrunk in value and now 
constitutes only about one-third of the total 
freight revenue of all railways. It is also subject 
to accelerating attrition with each success- 
ive increase.’’® 
Most of this normal traffic moves on the western 


region, as was pointed out to the Standing Com- 
mittee on Railways, Canals and Telegraph Lines 
in April, 1959. There Mr. Knowles said that 56.7 
percent of the normal traffic moves on the western 
region, 26.5 percent moves in Ontario and Quebec 
and 16.8 percent on the maritime region." 

The Province of British Columbia has a great 
interest in the matter as the greater proportion 
of its traffic moves at rates which take the full 
general freight rate increase. 

These figures indicate that ‘normal’ traffic ton- 
nage is more than double that of other traffic. In 
other words, traffic taking percentage increases is 
twice as high as that which takes little or no 
increase. This is true whether the tonnage is 


Standing Committee on Railways, Canals and Telegraph Lines, MINUTES AND f.i:OCEEDINGS OF EVIDENCE, 2nd Session, 24th 


Parliament, April 14, 1959. p. 16. 
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TABLE XVI 


ESTIMATED DoMEsTIC TONNAGE ORIGINATING AND TERMINATING IN BRITISH COLUMBIA BY TYPE OF RATE, 1957 


OTHER TRAFFic (excluding statutory and 
mixed shipments) 
Commodity competitive.................... 
PAUL AAA PION hs Bs waite Wid distance by sabre wien Bd, 8 


Total Other REGU UOT 4 Cie ha Wen RL RETO Syl 


Ota AML rea Tie ial te yen eile el icseclyscuatlne urea tidal nab eate Ue 


Tons 

In Out Within 

424.7 1,766.2 1,104.1 
13,988.9 12,116.8 21,739.0 
14,413.6 13,883.0 22,843.1 51,139.7 
2,715.3 7,971.4 8,483.8 
3,563.5 557.2 1,363.3 
6,278.8 8,528.6 9,847.1 24,654.5 


75,794.5 


Source: Tables VI, C, D, E, F. 


moving out, into or within the province. 

It is natural that British Columbia has a greater 
interest in this matter than any other province as 
its average freight charges are much higher. 
Table X E reveals that the commodity non- 
competitive charges per ton were $9.6 for traffic 
originated in British Columbia, being the highest 
in Canada, while the average was only $6.1. 

Any percentage increase in freight rates, loaded 
on to this captive tonnage and on to charges which 
are already the highest in Canada cannot fail to 
generate the most serious repercussions on in- 
dustry and the cost of living in general in the 
province. While British Columbia acknowledges 
its geographical disadvantages, for which it is 
prepared to pay a price, it is unable to stand a 
disproportionate share of any rate increases over 
and above the actual cost increases which its 
own traffic incurs. 

The second inequity which is felt by British 
Columbia shippers and receivers of freight is that 
rate increases are imposed upon their traffic which 
are unjustified by increases in railway working 
expenses. It is felt that a large part of any freight 
rate increase applied to British Columbia’s traffic 
is imposed principally because this is captive 
traffic in that there is no choice of the shipper in 
alternative media. 

Since the labour and terminal costs in short 
haul traffic are a larger proportion of total costs 
than for long haul traffic, it would seem that 
increases in these expenses should be imposed on 
the traffic which incurs them. In this respect 


Table X shows that the average length of haul 
for the bulk of the domestic traffic originated in 
British Columbia in 1957 was 739 miles, while 
it was only 251 miles for Quebec and 275 miles for 
Ontario. Yet the western region accounted for 
56.7 percent of the ‘normal’ traffic taking full 
rate increases while Ontario and Quebec accounted 
for only 16.8 percent. 

Costs on all traffic do not go up by a uniform 
percentage and there is no reason why ‘normal’ 
traffic should take all the increase. It may well be 
that the costs of moving ‘normal’ traffic, especially 
the long haul ‘normal’ traffic indigenous to British 


‘Columbia, have actually risen the least. 


If costs actually incurred by traffic in other 
regions are imposed upon western traffic, then 
this is nothing short of regional discrimination. 

Increased expenses should be borne by the 
traffic which incurs them. To place them else- 
where is not in the best public interests. Any 
method of passing along increased expenses other 
than one based on a cost of service principle is 
prejudicial to the low cost shippers who have to 
subsidize expensive operations. 


Summary and Conclusions 


Economic activity in British Columbia is de- 
pendent on primary commoditiesand manufacture 
occurs in the first stages of production. These 
goods must be transported over vast distances to 
competitive markets and the freight rate absorbed 
in the attempt to sell abroad or in home markets 
against producers located nearer the market. 
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The goods consumed in British Columbia’ are 
also for the most part transported over long 
distances and due to the nature of the market 
and conditions of production the freight rate is 
again borne by British Columbians. Hence, a 
significant amount of British Columbia’s income 
is disbursed in freight charges, either on incoming 
or on outgoing shipments. 

British Columbia’s products are particularly 
vulnerable to rate increases, being bulky in re- 
lation to value and subjected to long hauls. The 
horizontal percentage increases are particularly 
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inequitable as it is felt that rising railway expenses 
are not incurred in the west to the same extent 
as in the east. However, ‘normal’ traffic which 


_ takes the full amount of any increase is concen- 


trated in the west. 

It is urged that further consideration be given 
by the Board of Transport Commissioners and 
the railways to the recommendations of the 
Turgeon Commission in respect of percentage in- 
creases and in the light of the costs of service 
principle. 


CHAPTER 2 


THE BRIDGE SUBSIDY 


The Purpose of the Bridge Subsidy 


The Turgeon Royal Commission on Transporta- 
tion noted the submission by the United Farmers 
of Alberta Co-operative Ltd., which stated that 
**Canada is a country of two areas of civilization 
separated by a relative economic desert.”’ As a 
result a subsidy was proposed to provide the cost 
of maintaining the railway trackage between 
Sudbury and Fort William on the Canadiaa 
Pacific line and an equivalent mileage on the 
Canadian National lines. 

The Royal Commission believed that the cost 
of maintaining lines over this ‘economic desert’ 
should be borne by general revenues as it was a 
necessary bridge linking eastern and western 
Canada. It was justified not only on the grounds 
of commerce but also for the purpose of national 
defence. 

It was believed that “the assistance herein 
provided will be particularly effective as a measure 
of relief in the case of charges on westbound 
traffic passing over this bridge. The Crowsnest 
Pass rates structure provides to a considerable 


extent, although of course not altogether, for the 
requirements of traffic eastbound.”’! 

As a consequence an addition was made to the 
Railway Act (R.S. 1952) as Section 468 to provide 
for a maximum of $7 million annually to the 
Canadian National Railways and the Canadian 
Pacific Railway towards the cost of maintaining 
lines over the ‘bridge’. 

The Board of Transport Commissioners, in 
Order 78767 of 16th April, 1952, set out the 
method by which freight rates were to be re- 
duced, the reductions coming into effect on May 
1, 1952. The reduction in freight rates was 2.53 
per cent, and the resulting figure was then reduced 
by a weight factor of 5.8 cents per 100 lbs. From 
December 1, 1959 the reduction has been 4.72 per 
cent and 15 cents per 100 lbs. 

The reductions apply to all-rail routes for traffic 
moving entirely within Canada and donot apply on 

1. Grain and grain products, 

2. Coal to Ontario, 

3. Designated competitive rates, 

4. International traffic between Canada and the 


IREPORT OF THE ROYAL COMMISSION ON TRANSPORTATION, Ottawa, 1951. p. 254. 
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United States or to or from other countries 
via the United States, 

5. Traffic moving between United States points 
passing through Canada, 

6. Export and import traffic to or from Canadian 
ports not charged domestic rates. 

7. Agreed charge traffic. 

It may be noted that the same Royal Com- 
mission recommended uniformity and equali- 
zation of rates in Canada, with the objective 
of removing anomalies in the freight rate 
structure. The report of the Commission says: 

11. ‘“‘With the uniform equalized class and com- 
modity scales so constructed and put into 
effect within a reasonable period it may be 
possible to use these scales as a pattern for 
the elimination of the several other anomalies 
which exist in the numerous special freight 
tariffs between specified points. It may be 
expected that such special freight tariffs will 
be brought into uniformity in so far as this 
can be accomplished having regard to all 
proper interests. 

It appears desirable that a beginning should 
be made with the uniform scales. Other ad- 
justments may properly follow as time and 
conditions demonstrate to what extent the 
many specific rates now existing can be made 
more uniform than they are today. 

12. Changes should be made in the “Traffic, Tolls 
and Tariffs’ sections of the Railway Act in 
order to empower the Board to effect and 
maintain the uniformity in rates throughout 
Canada herein recommended.’’? 

As a result of this strong recommendation for 
equalization, Section 336 was enacted shortly 
thereafter, sub-section (1) reading as follows: 
**336(1) It is hereby declared to be the national 
freight rates policy that, subject to the exceptions 
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specified in subsection (4), every railway company 
shall, so far as is reasonably possible, in respect of 
all freight traffic of the same description, and 
carried on or upon the like kind of cars or con- 
veyances, passing over all lines or routes of the 
company in Canada, charge tolls to all persons at 
the same rate, whether by weight, mileage or 
otherwise.”’ 

The recommendation for equality and uni- 
formity, followed by a declaration of national 
freight rate policy in the Railway Act, would 
seem to be inconsistent with the recommendation 
for a subsidy to bridge traffic and section 468 
of the Act. In fact, a further anomaly and in- 
equality in the freight rate structure was introduced. 


The ‘Economic Desert’ 


The basic assumption behind the proposal is that 
there isan ‘economic desert’ north of LakeSuperior. 
With all due respect the Turgeon Commission 
does not appear to have considered the submis- 
sion of the Canadian Pacific Railway to the 
Commission on this matter. Part of this sub- 
mission respecting the ‘economic desert’ follows: 


“It is quite apparent, from many of the state- 
ments made on this subject, that those making 
them are not properly informed. While it may 
be that in the development of this country, the 
traffic originating in this area was not as abun- 
dant as that in the Prairie Provinces, this how- 
ever, is not now the case.”’ 

During the year 1948 the number of tons of 
traffic originating on the lines of the Canadian 
Pacific in the so-called unproductive area and in 
the Prairie Provinces, with the tons per mile, is 
shown hereunder: 

One method of determining the value of a line 
is the tons per mile of originating traffic. During 
the year 1948 the so-called wilderness between 


Between Sudbury and Port Arthur..................... 


(Excepting Sudbury and Port Arthur) 


Port Arthur, Fort William and West Fort William...... 
Between West Fort William and Winnipeg............. 


(Except West Fort William and Winnipeg) 


Between Sudbury and Winnipeg...................... 


(Excepting Sudbury and Winnipeg) 


Province ofeMianitobaiss ores ais tik rei oe ee Oke eee 
Province of Saskatchewan...............-0000e eee cease 
Province of Alberta. teres | sl cceciolek fcarotld mibuaeed meals 


Number of Tons Number 

of Originating of Tons 

Traffic Per Mile 
SRA tae 1,308,087 2,425 

2 KEN ys ane 745,331 —- 

Tees Le 850,923 1,974 
Aenea oMh cies 2,904,341 2,991 
iene.) 2 een c 3,191,671 1,698 
SNe MiMi fer 5,082,412 1,121 
6,892,240 2,629 
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Sudbury and Winnipeg originated a larger amount 
of tonnage per mile of railway than any of the 
Prairie Provinces taken individually or collec- 
tively. There is no reason to believe that the ton- 
nage produced in the area between Sudbury and 
Winnipeg will not continue in reasonable relation- 
ship with the Prairie Provinces.’’* 

The Canadian National Railways evidently 
considered that their lines in the same area were 
fully profitable or were economically justified 


6929 


by reason of their feeder value.‘ 

Further comparisons of this ‘economic wilder- 
ness’ can be made. 

These figures show the production of Superior 
Region as compared with the Prairie Provinces 
and show that far from being a wilderness, the 
Bridge Area is, in fact, economically very prosper- 
ous by comparison and the traffic potential in- 
dicated seems to be quite able to support its 
own trackage rather than rely on Federal subsidy. 


TABLE XVII 


PRODUCTION OF PRAIRIE PROVINCES AND THE BRIDGE AREA, 1955 
(000,000 dollars) 


Manufacturing! Mining? 

Mia T tO ba teem mmae ence ROMO eo ae ela ne ig as 247.5 22.5 
Saska Che want issuances Mavic Sine) cee Ceeee pane aun cree Meee. 113.6 45.3 
PIE GE AMER is eae tom a Be de un tiie a ais st Reblictea suis cs aihga Pte 263.3 303.7 
BRIDGE AREA: 

Algomardisbhrictiien dicta’ a ails Saintes rte tarry tn ee 67.3 14.8 

@Gochrane Misheieby ies Toyah wie. RAN NAO 52.4 41.5 

Manitoulin district. Acauatiod, «wensa. Chun Sera o | Seek 0.2 0.3 

epee Tee ite EC Ce ee AR Ra RS AR ee cn | 12.6 0.2 

TN ARR TIAEN UES CISOEEOB re ie od ad et Me abe sh dls ed ae 6.2 38.3 

Thunder Bay (other than Fort William—Port Arthur).... 25.5 4.0 (est)? 
ADJACENT AREAS: 

Mort}\W ilham-Port (Acthuriiwi awe QaeLeveans, .. 52.0 — 

SudbuLy, istrict ony tice iy eee eae. A aig as. s < . Se. 213.4 339.6 


Note: !Net value of production. 


2Value of shipments for Bridge Areas, net value of production for Prairie Provinces. 


3Mineral production 1958 — $36.2 million. 


Source: Economic Survey, Lakehead-Northwestern Ontario Region, 1959. Economic Survey, the Northeastern 
Ontario Region, 1958. Ontario Department of Economics. 


D.B.S. Survey of Production, 1953-1957. 


EXHIBIT NO. XVIT A 


CANADIAN PACIFIC RAILWAY GROSS FREIGHT TON MILES PER MILE OF TRACK BY DISTRICT 


Average 1956 - 19°8 


(000) 


Algoma 

Ontario 
Manitoba 
British Columl:! 
Quebec 

Alberta 

New Brunswick 


Saskatchewan 


GTM/TRACK MILE 


4,932 


1,843 


1,504 


< Excluded are Dominion Atlantic, Quebec Central and E & N Railways. 


Source: 


Canadian Pacific Rallway Sco. Ltd. 


EXHIBIT NO. XVII B 


CANADIAN NATLONAL RAILWAYS GROSS TON MILES IN FREIGHT TRAINS PER MAIN TRACK MILE 


BY DISTRICT 


1958 

(000) 
DISTRICT GTM/TRACK MILE 
British Columbtalt 4, 329 
Ontario 4,278 
Quebec 3,417 
Alberta 3, 340 
New Brunswick BS SO 
Nova Scotia 2,081 
Saskatchewan Uesiedey 
Manitoba Jive, coal! 
Newfoundland stan} 
Priuc Edward Island 538 


- 
Bridge Area“ Wy O4S 


A Excluding, Vancouver Island, 
a Includes Capreol, Hornpayne and Cochrane Divisions. 


Source: Canadian National Railways, Costs and Statistics Branch. 
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Effect of the Bridge Subsidy 


The Turgeon Commission thought that the as- 
sistance provided would be “particularly effective 
as a measure of relief in the case of westbound 
traffic passing over the bridge’”’ while eastbound 
traffic already obtained relief by reason of Crows- 
nest rates. ° 


That is, in fact what has happened, but it is 
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obviously true that British Columbia ships 
very little grain eastwards and so gets no relief 
from Crowsnest rates. But this is not all. British 
Columbia has very little qualifying traffic passing 
over the bridge in an easterly or westerly direc- 
tion, hence the benefits, if any, are extremely 
small as compared with the benefits to more 
easterly provinces who in any case get the full 
relief from export grain rates. 


TABLE XVIII 


PERCENTAGE DISTRIBUTION OF CARLOADS ORIGINATING IN BRITISH CoLuMBIA, 
Domestic TRAFFIC 1957 
—_— sw ESSE 


Destined for Traffic moving 
4 western provinces over Bridge % 


79.5 oT a, ee nenGRiMOTinG, Nene Ty, Tit ect 


—— 


Note: Includes all traffic except statutory grain. 
Source: WAYBILL ANALYSIS, 1957. 


3SUBMISSION OF CANADIAN Paciric RAILWAY COMPANY TO THE RoyaL COMMISSION OF TRANSPORTATION, Part IL. Montreal, Oct 
: : 


1949. p. 136. 


‘SUBMISSION OF THE CANADIAN NATIONAL RAILWAYS TO THE ROYAL 
SREPORT OF THE ROYAL COMMISSION ON TRANSPORTATION, 1951 op. 


Table XVIII indicates that out of total domestic 
carload traffic, 20.5% travelled over the bridge, 
79.5% of the traffic moving by rail originating in 
British Columbia is therefore not eligible in any 
event for the bridge subsidy. 

Table XIX shows the percentage distribution 
of Bridge traffic originating in British Columbia 
and compares it with that originating in Ontario. 
Traffic originating in British Columbia and mov- 
ing over the bridge to Ontario and east, Column 


rua ant Cae Montreal, Oct.1949. Exhibit A. 
(1), totals 62 cars in the waybill sample. Ontario 
traffic moving westwards over the bridge, Column 
(2), totals 251 cars, making 313 cars of eligible 
bridge traffic in all. It is noted that British 
Columbia carloads eligible for the subsidy is only 
20.6 per cent of the total while Ontario has 79.4 
per cent. Traffic moving from Ontario over the 
bridge which is eligible for subsidy is quite con- 
siderable compared with British Columbia’s traffic. 

Quebec also shares this advantage, and as was 


TABLE XIX 


PERCENTAGE DISTRIBUTION OF “BRIDGE”? CARLOAD TRAFFIC ORIGINATING 
BRITISH COLUMBIA AND ONTARIO, 1957 


NUMBER OF CARLOADS 


ELIGIBLE FOR BRIDGE SUBSIDY 
CLASS AND COMMODITY NON-COMPETITIVE RATE 
ORIGINATING IN 
(1) (2) 
BRITISH COLUMBIA ONTARIO 
Destination Destination 
Manitoba. ..... 101 
Ontario......... 50 Saskatchewan... . 53 
Quebec......... 9 Alberttayc pick) sue vi: 76 
Maritimes...... 3 British Columbia. 21 
TOTAL. sau 7A Hah XO 6 Ry <9 bldg abot conde 251 


TOTAL BRITISH COLUMBIA and ONTARIO =313 


BRITISH COLUMBIA as % of TOTAL =20.6 


Source: WAYBILL ANALYSIS, 1957 
Board of Transport Commissioners. 


stated before the Gordon Royal Commission: 
“The method of application of the $7,000,000 
bridge subsidy which, in conjunction with the 
eastern ‘groupings’ system, permits Montreal 
distributors to buy over 1,350 miles of trans- 
portation into our common Prairie market for 
the same rate as we pay for 1,100 miles.’’® 


British Columbia is supposed to receive benefits 
from westbound traffic moving over the bridge. 
Table XIX indicates that British Columbia re- 
ceives few such benefits, as most of the traffic 
reaching this province from Ontario is not eligible 
for subsidy. Column (2) shows that eligible bridge 
traffic moving to British Columbia from Ontario 
totals only 21 carloads as against a total of 251 
carloads. The converse of this situation is shown 
by Column (4) which shows that out of 288 car- 
loads ineligible for the subsidy moving from 
Ontario westwards, British Columbia receives 160, 
or about 55 per cent. British Columbia receives 
the smallest amount of bridge traffic and the larg- 
est amount of traffic not eligible for the subsidy 
from Ontario, thus indicating unequal benefits to 


NUMBER OF CARLOADS 
IGIBLE FOR BRIDGE SUBSIDY 


: INEL 
COMMODITY COMPETITIVE AND AGREED CHARGE RATE 


ORIGINATING IN 


BRITISH COLUMBIA ONTARIO 
Destination Destination 
Manitoba....... “60 
Ontario......... 169 Saskatchewan.... 52 
Quebec.......... 60 Alberta......... 116 
Maritimes....... 12 British Columbia. 160 
(RODAT yee air 241 TOLCAT acpi ts 288 


TOTAL BRITISH COLUMBIA and ONTARIO =529 
BRITISH COLUMBIA as % of TOTAL =45.5 


the various western provinces in the case of 
westbound traffic. 

Table XVIII showed that 20.5 per cent of 
British Columbia’s originating traffic moved over 
the bridge. Table XIXA shows that only one- 
fifth of this traffic, 20.4 per cent, is eligible for the 
subsidy. On the other hand, of traffic moving 
westwards from Ontario, 46.6 per cent is eligible. 

The greater part of British Columbia’s domestic 
traffic is destined for the prairie market and pays 
un-subsidized freight rates. The Waybill Analysis 
for 1957 shows that a total of 423 cars moved 
from B.C. to the prairie market, of these 344 
moved at class and non-competitive commodity 
rates. Ontario, on the other hand, shipped a total 
of 412 cars to the prairie market, of which 239 
were eligible for the bridge subsidy. As this is a 
common market there can be no question that 
regional freight rate discrimination is present. 

The position is, then, that British Columbia 
receives little benefit from the shipping of east- 
bound traffic over the bridge. The westbound 
traffic does not alleviate the situation because it 


‘«SUBMISSION TO THE RoYAL COMMISSION ON CANADA’s Economic Prospxcts, Province of British Columbia, August 1, 1956. p. 70. 
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enters B.C.’s market at subsidized rates, thus 
being able to undercut B.C. distributors. Most 
which traffic does pass on to British Columbia in a 
westerly direction doesso at full unsubsidized rates. 

Not only British Columbia loses by reason of 
the bridge subsidy but the railway dissipates its 
revenues by voluntary reductions not required 
by law, thus further burdening the shippers who 
have to pay full rates. 

A great deal of traffic in the open navigation 
season travels by rail-lake-rail at rates below the 
all-rail tolls. This traffic, as it goes by water and 
does not travel over the bridge, does not qualify 
for the subsidy. However, the railways feel com- 
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pelled to apply the normal differentials in order 
to maintain rail-lake-rail traffic, and the differen- 
tials are based on all rail rates. On rail-lake-rail 
traffic, therefore, the railways receive lower rev- 
enues than they would in the absence of the 
bridge subsidy. 


Recommendation 


Deep concern is felt by the shippers of British 
Columbia over the effects of the bridge subsidy 
which unfairly discriminates against the province. 

It is recommended, therefore, that Section 468 
of the Railway Act (R.S. 1952) be repealed. 


TABLE XIX A 


CARLOADS ORIGINATING IN BRITISH COLUMBIA AND ONTARIO ELIGIBLE FOR BRIDGE SUBSIDY AS A PERCENTAGE 
oF ONTARIO AND BRITISH COLUMBIA CARLOADS MOVING ACROSS THE BRIDGE, 1957 


Originating in British Columbia............. 


Total Carloads 


Eligible for Subsidy % Eligible for Subsidy 


303 62 20.4 
Originating in Ontario...................... 539 251 46.6 
Source: WAYBILL ANALYSIS, 1957 
Board of Transport Commissioners. 
CHAPTER 3 


UNREMUNERATIVE SERVICES 


The unremunerative services of a railway may 
include both branch line and main line traffic of 
both passengers and freight. The services may be 
unremunerative because of a wrong rate level, 
because of difficulty of abandonment or cessation 
of service, or because it is dictated that railways 
implement national policy, or because of intense 
competition. A service may be said to be un- 
remunerative when the revenue therefrom fails to 
cover long run out-of-pocket costs. The long run 
is defined here as being a period long enough to 
span normal business fluctuations and out-of- 
pocket costs include not only direct expenses such 
as labour and materials but also depreciation and 
interest on the capital employed in such services. 


Effects of unremunerative services 


The effects of providing non-compensatory serv- 
ices are well known. Such services undertaken at 
a loss or at very little profit do not provide any 
encouragement to the railways to expand services 
or to improve them. If expansion or improvement 
does take place the out-of-pocket losses may even 
be increased. 


If the railway incurs out-of-pocket losses on one 
service then it must attempt recovery elsewhere. 
The attempt to raise rates above costs on other 
services encourages competition from other 
agencies. Where non-paying branch lines are in- 
volved rates must be raised on main line services 
where rail costs are low. The raising of rates 
above costs encourages, say, trucking whose costs 
may be higher than rail but whose rates are lower. 
Thus a misallocation of resources occurs—traffic 
is being hauled by the high cost medium and 
Canadians as a whole are not economizing in 
their use of transportation. Non-compensatory 
passenger services throw the burden on to freight 
shippers!, unremunerative branch lines on to main 
lines, non-paying freight on to captive traffic, 
and so on. 

It is becoming increasingly difficult for railways 
to transfer their out-of-pocket losses to other 
segments of traffic. As the railways become en- 
meshed in competition the question of unre- 
munerative services becomes extremely serious, 
not only for them but also for the remaining 
captive traffic for which competition in transport 


‘In a recent Judgment of the Board of Transport Commissioners concerning increases in commutation fares (49 J.O.R.R. No. 17) 
on page 489, the Board states, “It is not disputed that railway passenger services as a whole and certain passenger services In particular 
are being operated at a loss. THAT LOSS IS A BURDEN ON FREIGHT PAYERS.” 
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facilities will probably never come. The problem 
of non-compensatory services has to be resolved 
if the country is to enjoy low cost transportation 
and if the basic commodities of Canada are to 
move freely interregionally and internationally. 
‘**As a consequence, previously satisfactory 
methods of financing many transportation 
operations, especially the railroads, have be- 
come increasingly untenable. In particular, the 
‘value-of-service’ method of rate-making has 
become unworkable for the transportation 
services as the high-value commodity manu- 
facturers are those with the largest number of 
alternative methods of moving their goods, 
Even worse, the overhead costs to be borne by 
shippers have been greatly augmented by sub- 
stantial increases in the number, extent, and 
importance of unremunerative transportation 
services. Rail passenger, low-density rail spur 
line, and small-lot traffic that once paid their 
own way must now be subsidized by earnings 
made elsewhere—or otherwise abandoned.’”? 


Size of the Deficit 


It is not possible with the limited information 
available to arrive at an estimate of the out-of- 
pocket losses incurred by the railways in this 
country. However, isolated scraps of information 
indicate the variety of unremunerative services 
which are provided. 

The Canadian National Railway indicated in 
its brief to the 1949 Royal Commission on Trans- 
portation that out of 23,300 miles of track, 7,100 
miles were of marginal profitability and 5,700 
miles were sub-marginal. This estimate, more- 
over, would seem to underestimate the non- 
compensatory lines as for branch lines the maxi- 
mum worth was obtained by crediting both 
originating and terminating traffic revenues, de- 
ducting only out-of-pocket expenses.’ 

More specific figures were disclosed by Mr. 
Gordon, President of the C.N.R., before the 
Sessional Committee in July 1958 when he esti- 
mated that on the I.C.C. formula the C.N.R. 
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system showed a deficit on passenger operations 
of $90 million in 1957.‘ 


It is interesting to note that the overall deficit 
for the C.N.R. system in 1957 was $29,572,541. 
If the passenger deficit were ‘added back’ or elim- 
inated, this would have produced a surplus of 
about $60 million. 


Losses on meal services were also disclosed by 
Mr. Gordon. He said that in the year 1957 the 
number of meals served on the system was 
2,030,093. The average revenue was $1.48 per 
meal while the average cost was $2.21. The loss on 
each meal therefore was 73 cents.*® 


The losses on Crowsnest grain are alleged to be 
over $30 million dollars for the Canadian National 
Railways in 1958.*° The Canadian Pacific similarly 
alleges a loss of $38,500,000 in 1958 from the 
carriage of this grain.’ Although specific figures 
are not available this railway did not consider the 
“At and East” grain rates were compensatory,’ 
or some L.C.L. rates in testimony to the Turgeon 
Royal Commission. ® 


Taking these isolated glimpses into railway 
services a rough estimate of deficits arising out of 
unremunerative services for both major railways 
could be put at $200 million per year at the very 
minimum. This enormous sum constitutes about 
one-fifth of total railway revenues and the impact 
on the railways, shippers and the economy as a 
whole cannot be taken lightly. To this sum must 
be added an indeterminate amount which rep- 
resents the lost time incurred by freight trains 
due to passenger movements having right of way. 


The deficit arising out of commuter services 
undoubtedly accounts for a substantial part of 
passenger losses. Mr. Gordon, commenting on the 
fact that commuters represented 37.4 per cent of 
all passengers carried but contributed only 30 per 
cent of passenger revenues, said: 


“Our commuter services are all unprofitable 
and will continue to be so if not more so. Our 
passenger service as a whole is unprofitable and 
will continue to be so. It is the big headache in 


John R. Meyer et al., COMPETITION IN THE TRANSPORTATION INDUSTRIES, Cambridge: Harvard University Press, 1959, p.13. 
sSUBMISSION OF CANADIAN NATIONAL RaiLways, Royal Commission on Transportation. Montreal, October, 1949. p.71. 
‘HoussE oF Commons, SESSIONAL COMMITTEE REPORT ON RartLways, Air LINES AND SHIPPING, First Sess. 24th Parliament, July 14 


and 15, 1958, p.143. 
sIBID. p.64. 


‘SUBMISSION BY CANADIAN NATIONAL RAILWAYS TO THE ROYAL COMMISSION ON RAILWAY TRANSPORTATION IN CANADA, Montreal, 


Oct. 15, 1959, computed from data in p.2. 


1SUBMISSION OF CANADIAN Paciric RAILWAY COMPANY TO RoyAL COMMISSION ON RAILWAY TRANSPORTATION IN CANADA, Montreal, 


Oct. 14, 1959, p.10. 


sSUBMISSION OF CANADIAN PaciFic RatLwAy COMPANY TO RoyYAL COMMISSION ON TRANSPORTATION, Montreal, October 1949. 


Part I, p.77. 
sIB1p. pp.81-83. 
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the railway business. Commuter traffic is a 

special degree of headache.”’!° 

The headache for Canadian National is further 
explained by Mr. G. C. Campbell, C.N.R. re- 
search economist: 

*‘Many persons of course believe that the rail- 
ways, which operate such services, are engaged 
in a kind of conspiracy to show commuter 
business as a losing proposition. No conspiracy 
is required to show that most commuter serv- 
ices do lose money, real money, which for the 
Canadian National means that we would be 
quite a few hundreds of thousands of dollars 
better off each year if we had no commuter 
services of any kind. Some people even go so 
far as to say that even if the railways do lose 
money on commuters, they should suffer this 
in return for the right to carry freight. This 
amounts of course to nothing less than a com- 
munity tax, and this thinking, if carried to its 
logical extreme, could lead to bankruptcy for 
small railroads whose commuter operations are 
relatively large, and would certainly cripple all 
railways in their competitive struggle in other 
traffic areas.”’!} 

The reasons for commuter deficits are not hard 
to find. Commuter traffic is characterized by 
spectacular peak periods with most of the day’s 
traffic occurring within a short span of time. The 
peaks are followed by periods of light traffic 
during which time the railways must keep equip- 
ment and staff available. 

With the spread of cities into suburbs the 
peaks are accentuated by the journey to work 
with no corresponding increase in traffic during 
the remainder of the day as outlying shopping 
and business centres cater for suburban residents. 
Moreover, as new roads, freeways and bridges 
are constructed, off-peak traffic becomes 
increasingly difficult to attract. The causes of the 
commuter deficit are concisely stated in a recent 
I.C.C. Docket: 

“The causes of the increasing unprofitability of 

commutation service are essentially the same 

as those affecting passenger traffic generally, 
namely, a decrease in business and an increase 
in operating expenses, which because of the 
adverse conditions peculiar to this service, are 
abnormally high. The increase in motor travel 


1¢SESSIONAL COMMITTEE REPORT, July, 1959, op. CIT. p.62 
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between cities and other suburbs is, of course, 
the principal but not the sole reason for the 
decline in commutation traffic. The widespread 
adoption of the five-day week has made 
Saturday a non-business day along with 
Sunday. The decentralization of retail business 
with the commercial growth of the suburbs has 
lessened the demand for off-peak train service 
by housewives on shopping trips to the city. 
Night trains for suburbanites seeking amuse- 
ments in the city have become unnecessary 
because of television, so it is said. 
For the most part, therefore, the commutation 
traffic is concentrated in two morning hours 
and two evening hours 5 days a week. In the 
idle period the cars do not earn any revenue 
and must be stored on tracks in metropolitan 
areas which are expensive to own and maintain. 
The concentration of traffic also has the effect 
of requiring the railroad to pay compensation 
to their engine and train employees engaged in 
this service during periods of the day when 
they are necessarily off duty. A round-trip in a 
morning commutation run usually requires only 
a few hours, but since a crew is entitled to a 
minimum of 8 hours’ pay, it is usually called 
on for service also in the afternoon or evening.’ !? 
The remainder of the passenger deficit is equally 
serious, though a breakdown of figures is not 
available to show the proportion of deficit which 
can be allocated to any class of service. !* 


APPORTIONMENT OF PASSENGER DEFICIT, U.S.A. 
Class I. Railways, 1955 & 1956 
RAILWAY STUDY—1955 


Net Railway 
Type of Service Operating Deficit ($) % of Total 
DPS Nay Wisi eck! 143,490,837 22.54 
Sleeping and 

Parlour Cars.,..... 142,671,762 22.41 
Commutation........ 117,792,787 18.50 
Coach—other than 

Commutation...... 84,050,515 13.20 
Maa eC Ee treme ne 3 55,725,054 8.75 
FUx press iil) dee ws! alas 49,802,274 7.82 
SALA BE a seh gin saitys 43,159,345 6.48 

636,692,574 {00% 
COAL ASSOCIATION STUDY—1956 
Net Railway 
Type of Service Operating Deficit % of Total 
Baggage, Mail, 

Express and other. . 213,852,000 30.7 
Dining, Club, etc..... 202,995,000 29.1 
Parlor and 

Sleeping Cars...... 140,155,000 28.1 
Coa eel he 139,936,000 20.1 

696,938,000 100% 


11G, C. Campbell, ‘‘Commuter Service: Big Problems: Big Possibilities:”’ CANADIAN TRANSPORTATION, July 1959. p.32. 


131.C.C, Docket No. 31954 Decided May 18, 1959. pp. 73, 74. 


Breakdowns of deficits estimated for the U.S.A. may give some guide to the possible position in Canada. Two studies were presented 
before the I.C.C., the first table is that of the railway companies, and the second that of the Coal Association. 


Source: I.C.C. Docker No. 31954 Decided May 18, 1959. p.31. 
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It is doubtful whether even the Canadian trans- 
continental trains are remunerative. The follow- 
ing remarks by Mr. Gordon note this: 

“Mr. FisHER: I want to ask a general question. 
You have hinted for several years that the 
future in passenger service may bea de-emphasis 
on transcontinental line and emphasis on inter- 
city service. 
Mr. Gorpon: Yes. 
Mr. FisHER: What will be the effect there as 
far as operating expenses are concerned? 
Mr. Gorpon: We are making the most meticu- 
lous analysis. We have got to get down to 
cases as to the type of service particularly on 
this transcontinental line and we have got to 
decide whether we are justified in operating 
what might be called a Super-Transcontinental 
service or whether we would be better to con- 
centrate on the adequate rather than the spec- 
tacular operation. 

For example, we have cut the time, as you 
mentioned a few minutes ago. That costs 
money. We cannot cut down the scheduled 
times on any train without having regard to 
their greater cost and we have to plan that and 
decide whether it is worth while. Are we going 
to be able to use a type of train in our pas- 
senger service that will be reasonable in terms 
of its loss? 

We took the gamble in respect of the ‘Super- 
continental’ and so did the C.P.R. in respect of 
the ‘Canadian’, to see if by putting on a ‘super- 
duper’ type of railway passenger service we 
could give effective competition to the airlines 
and the buses—mostly the airlines. Now we 
have had three years of that experience which 
has been most discouraging. We are looking at 
it now to see what is the next step. 

As far as I can see at this moment the next 
step will be a curtailment rather than an en- 
largement of service. We will, in any curtail- 
ment, keep in mind the question of the 
convenience of the public; but the Super- 
continental is not a success really.’’!4 
The causes of the intercity passenger deficit are 

somewhat broader than those causing the com- 


uSESSIONAL COMMITTEE REPORT, July 1959. op. ciT. pp.71,72. 
161.C.C. Docket No. 31954, op. civ. p.98 says: 
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muter deficit, being the additional factor of auto- 
mobile travel which now accounts for about 80 
per cent of inter-city passenger travel and low 
load factors. Air carriers also take toll of the 
available traffic, providing about half of the pas- 
senger miles in the common carrier market. 


Policy Recommendations for the 
Passenger Deficit 


The railway passenger deficits can be eliminated 
by undertaking various courses of action. The 
particular remedy taken should of course be 
tailored to fit the circumstances surrounding the 
non-compensatory service in question—a panacea 
is not available. 

A remedy which should be fully explored by 
railway management is repricing the services, 
either upwards or downwards depending on par- 
ticular market conditions and in the light of 
particular long run out-of-pocket costs. Experi- 
ments in passenger pricing such as Pay Later and 
Family Fare Plans are welcomed. Continued ex- 
periments to attract volume traffic should be 
encouraged. !® 

One course of action unfortunately favoured by 
the Board of Transport Commissioners is the 
financing of passenger deficits from freight traffic 
receipts: 

“In its 21% Judgment of March 30, 1948, the 
Board stated that railway passenger services 
and freight services are inter-related and revenue 
losses or deficits from passenger services on the 
one hand must necessarily be compensated by 
earnings from freight on the other if railways 
are to continue to operate and furnish required 
services, and the Board disagreed with the 
submissions that it could authorize no increase 
in freight rates, if such increase to some degree 
were necessary to correct deficiencies in aggre- 
gate railway earnings growing out of inability 
of the passenger service to meet its full share of 
the revenue burden. The Board confirms this 
previous view.’’!® 

Equalization of passenger fares as a policy has 
even less to be said for it than the equalization of 
freight rates. Freedom of consumer choice is 


“We may repeat here the statement made earlier that the prescription of fares is not within the scope of this proceeding and that 
the question of higher or lower fares is not answered by evidence before us. However, it should not be inferred from this comment 
that we do not regard pricing as a crucial problem. Although certain carriers are making serious efforts, there is urgent need for 
development of sound and imaginative pricing policies capable of fully exploiting whatever potential the railroads may have for sharing 
in the travel market, and whatever possibilities may exist for reasonable financial returns. More than mere experimentation with 
increased or decreased fares is called for. The requisite minimum for development of industry-wide pricing policies, it seems to us, 
is continuous and systematic measurement and analysis of demand for and the costs of providing such service using modern tools 


of economic analysis.’’ 
161 48 J.O.R.R. 16A p.18. 
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more widespread for passengers than for freight 
shippers and if some fares are higher than the 
costs of performing the service then the alternative 
will often be chosen. 

It. is urged, in the case of passenger fares, that 
on routes where costs are low then fares should 
also be low, and where costs are high then rates 
could be correspondingly high. 

However much experimentation is done with 
rates or fares, the cure for passenger deficits does 
not lie solely within the hands of management. 
In this respect the Port of New York Authority 
made a vivid statement regarding its own opera- 
tions recently: 

“Since 1926 the Fort Authority has been almost 
continuously engaged in various studies of rail 
rapid transit, which was, even at that time, 30 
years ago, regarded as a critical public problem. 
Throughout these studies, the Port Authority 
was conscientiously and continuously looking 
for a solution of the financial problems in- 
volved in the operation and improvement of 
rail transit and commuter operations within 
the framework of the Port Authority’s method 
of financing public projects on a self-supporting 
basis. We have searched through the years for 
any plan or type of service or combination of 
facilities or new technological developments in 
the field of transit, that might afford any basis 
for the hope of a self-supporting transit opera- 
tion. We have searched for 30 years and we 
have never found that kind of answer. We are 
convinced as a result of these 30 years of study 
of this problem that rail rapid transit cannot 
be operated on a self-supporting basis.”’!” 

As the Authority suggests, the most persistent 
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deficits cannot be cured by re-pricing or experi- 
ments in service. Even a fare structure based on 
what the traffic will bear may still be below out-of- 
pocket costs, or any conceivable standard of 
service may not succeed in attracting a sufficient 
volume of traffic. One solution in such a situation 
is total abandonment of the particular service 
which incurs the deficit. It is admittedly a difficult 
matter for a railway to determine whether a 
service is compensatory or not. If a service brings 
in any revenue at all over and above long run 
out-of-pocket costs then it is worth retaining that 
service as the resulting contribution to overheads 
reduces the burden placed on other traffic. 

This being so, the question to be asked by 
railway management is whether the cessation of a 
suspect service will increase or decrease the net 
revenue of the company. Put another way, does 
the additional revenue earned by the railway as a 
whole by retaining the service exceed or fall short 
of its long run out-of-pocket costs?18 

The costs to be saved by abandonment include 
not only direct labour costs but also equipment 
and probably building renewal costs as well. 
Revenue foregone by terminating the service is 
more difficult to assess. In the case of a branch 
line traffic originating and terminating on the 
line is lost. For through traffic originating on the 
branch line or terminating thereon only market 
analysis could determine how much traffic would 
still go by main line service, even though some 
part of the transport would be performed by 
competitive transportation. For main line serv- 
ices, all originating and terminating traffic would, 
of course, be lost by abandonment. 

It is urged that the railways continue to press 


TABLE XX 


ESTIMATED DISTRIBUTION OF INTERCITY PASSENGER MILES 
BY TYPE OF CARRIER FOR SELECTED YEARS. 


(000,000 passenger-miles) 


Private Car 
59.5% 38.3% 
OSG, ge OR di. PSs: 6,041 1,726 
74.2% 21.2% 
NODS Geechee ht 20,110 2,882 
78.7% 11.3% 


2.2% eo 100% 
377 NA 8,144 
4.6% — 100% 
1,817 744 25,553 
7.1% 2.9% 100% 


Source: J. C. Lessard TRANSPORTATION IN CANADA, Royal Commission on Canada’s Economic Prospects; Ottawa, 


1956. p.101. 


VSTATEMENT BY COMMISSIONERS OF THE Port oF NEw York AuTHoRITY before certain Committees of the House of Assembly of 
the State of New Jersey, Trenton, N.J., Nov. 24, 1958. Quoted in I.C.C. DocKkrt No. 21954, op. cir. p.77. 


18This analysis is applied by Gilbert J. Ponsonby, in “The Closing of Branch Lines and Intermediate Stations,” BRITISH TRANSPORT 


Review, April 1951. 
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for abandonment of services and that the Board 
of Transport Commissioners be sympathetic to- 
wards them, for all services which have no pros- 
pect of covering long run out-of-pocket costs 
whatever rate or service standards are adopted. 

It must be realised by all concerned. that rail is 
no longer the backbone of the transportation 
system for passengers. This can be seen from 
Table XX. . 

The fact that railways in 1953 were responsible 
for only 11.8% of the inter-city travel market 
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(and today somewhat less) whereas in 1928 it 
provided almost 40% of the passenger miles, 
indicates that radical changes have taken place. 
‘Today numerous alternative transportation facili- 
ties are available and railroad monopoly in this 
field does not exist; therefore new thinking is 
needed on abandonment policy. There can be no 
question that economic changes now demand the 
abandonment of all services which are performed 
at out-of-pocket losses and for which there is no 
future prospect of compensatory earnings. Failure 


TABLE XXI 


REVENUE PASSENGERS CARRIED AND PASSENGER TRAIN MILES 
CANADIAN PACIFIC RAILWAY AND CANADIAN NATIONAL RAILWAY, 1928-1958 


PASSENGER TRAIN MILES PASSENGERS 

YEARS CPR CNR TOTAL CPR CNR TOTAL 

(000’s) (000’s) (000’s) (000’s) (000’s) (000’s) 

ANSP Cheemsaar:. at utenbalalean ala Pcag bale! heehee agt 21,990 26,900 48,890 14,751 19,697 34,448 
DODGE, TRAN MICIRMIN, bo w slbl a's 21,975 27,104 49,078 14,054 19,251 33,305 
MO SOM IT. He WHE. Aces wes 21,836 27,664 49,500 12,446 17,554 30,000 
OSA nda eine cutelgsatd Wane ve RE om pwici Gar 19,693 24,631 44,324 9,442 13,196 22,638 
{RO ARTs Sa SON, eee are 17,998 19,890 37,888 7,916 10,364 18,280 
LOSS eer tech inte eo 16,220 18,536 34,756 7,174 9,435 16,609 
OSA TIMER RE h RE SMPTE oe 16,025 18,402 34,427 7,593 10,080 17,673 
TOSH HO. Poe Sharia reer. be 16,098 18,639 34,737 7,424 9,721 17,145 
DRG Bd hse! a Gat ihigrewscinenivises eceenSla 16,190 18,174 34,364 7,387 10,099 17,486 
TIE AE yt AG ey Re Rw ER Cee me AEC 16,538 19,285 35,823 7,821 10,888 18,709 
AGS PB Le Seniesa rth ear ey Meta aca tri: oa 16,473 18,723 35,196 7,454 10,289 17,743 
AOSONOE, ABORT AR AOR 16,398 18,678 35,076 7,255 10,145 17,400 
1 O40 reper, Reese he tee al 16,622 19,172 35,794 7,781 11,204 18,985 
OA Re aca! pthc, ental y opin ss eae 2 17,671 20,770 38,441 9,145 17,681 26,826 
HES A Oey, SONlericty, CRO STe RCN IME Se eo 19,078 22,598 41,676 13,457 30,363 43,820 
US 1 Ot pele tinea Bde Ch nna tin ve tat iatt 20,015 23,820 43,835 17,597 34,501 52,098 
VWO4AD UE SEY CRS TE SU 20,586 24,217 44,803 18,461 35,928 54,389 
LOAB. Mace bie el. gerd hime city 20,794 24,600 45,394 17,741 30,371 48,112 
LAG iineran tases ite: «ug ca Berens ili 20,230 23,581 43,811 15,584 22,320 37,904 
art tire. MNmR ine x Sian ene 20,031 23,346 43,377 14,636 21,227 35,863 
Ae Ree ea 20,205 23,901 44,106 13,629 20,083 33,712 
TOAQRSE UP. DARORMMES TX: 20,117 23,740 43,857 11,969 18,678 30,647 
P50ert has sek Peete saceeiss 19,601 22,387 41,988 10,541 16,820 27,361 
700 15 pele toy Lee, CR meee + (emer 20,060 24,413 44,473 10,461 17,323 27,784 
OP eae een dM! ey ra tay als Ny 20,610 25,534 46,144 9,868 18,833 28,701 
LOGS ee Aah Mtr ee EA ee 20,641 24,949 45,590 9,427 18,081 27,508 
T9564. SARS Suche BO: AA ES 20,277 24,316 44,593 9,529 17,859 27,388 
LOSS ay. homie. aa deer. 03 19,892 23,560 43,452 9,544 16,811 26,355 
SE Ge etre oxen ai oie "8 EEE Rae he 18,344 24,268 42,612 8,906 15,989 24,895 
OE Meas Micckedac gee OA oO ais = Sonal afiel aah: 16,764 23,820 40,584 8,037 13,920 21,957 
1958 Leer Smee, dy WR 16,235 23,075 38,310 7,746 UPA 20,483 


Source: Canadian National Hailways 1903-1951 D.BS., Ottawa 
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TABLE XXII 


PERCENTAGE DECREASES IN PASSENGERS CARRIED AND PASSENGER TRAIN MILES. 
CANADIAN Paciric RAILWAY AND CANADIAN NATIONAL Rat.ways, 1928-1959 


1928-58 
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Source: Table XXI 


to abandon such services constitutes an unfair 
burden on shippers of freight from whom must 
be recouped any losses. 

Abandonment is not very easy, however, and 
strong objections are usually raised when applica- 
tion is made to the Board. Mr. Gordon says: 

“We would like to accelerate (the abandon- 
ment programme) in many cases, but when it 
comes to the abandonment of lines, as I said 
earlier today, that carries very fierce opposition, 
and we cannot abandon a line without an order 
from the Board of Transport Commissioners. 
We have a Hearing because anyone who has 
any reason, legitimate or otherwise, to object 
to that, has the privilege of appearing before 
the Board and stating his objections. The 
abandonment of lines is one of the things we 
must do in many cases to cut down our deficit, 
but the resistance and the objections that are 
raised every time makes that practice very 
difficult indeed.’’!® 

Abandonment has not taken place as rapidly as 
the decrease in passenger traffic, indicating that 
management has not been successful in trimming 
services to match the traffic or that difficulties 
have arisen in abandonment cases before the 
Board of ‘Transport Commissioners. This can be 
seen from Tables X XI and XXII. A good number 
of passenger trains have been discontinued over 
the thirty-year period 1928 to 1958 as indicated 
by the fall in passenger train miles. However, this 


19SESSIONAL COMMITTEE ReEpoRT, July 1959, op. ciT., p. 94. 


Percentage Decreases 


fall is not commensurate with the fall in the 
number of passengers. Some of the difference, but 
not all, can be accounted for by an increase in the 
average length of haul. It is seen, for example, 
that in the period 1928-1958 passenger traffic for 
the two major railways declined by 43 per cent 
but passenger train miles declined only by 22 per 
cent. In the period 1953 to 1958 Canadian 
National’s passengers fell by 30 per cent but train 
miles declined by only 7 per cent. 

There will always be strong objection to aban- 
donment by an interested minority. Yet it is 
clear, by reason of the fact that the service is not 
compensatory, that the majority of the customers 
have already shifted their patronage to competi- 
tive media. The reluctance of the potential 
customers to remunerate the providers of the 
service is indicative that it is no longer required. 

It is often said by railway interests?’ that 
services should be maintained (and subsidized) in 
order to prevent thousands of commuters from 
being thrown on to an already congested highway 
system. Such an objection to abandonment has 
validity but the choice must lay with the highway 
building authority concerned. If, instead of spend- 
ing on improved highways to move traffic it 
could achieve the same results at a lower cost by 
subsidizing a commuter service, then it should do 
so. Freight shippers by rail should not be asked to 
contribute to a local cause. 

The vociferous objections to abandoning com- 


20For example, George Alpert, President, New York, New Haven and Hartford Railroad, in ‘Subsidies for Commuter Service?”’ 
OFFICIAL PROCEEDINGS OF THE NEw YorkK RAILROAD CLUuB, INc., Feb. 3, 1959, said: : 
“The first question to determine is whether commuter service by rail is essential to the public welfare. If it is, then something 
should be done to preserve it. I personally feel that commuter service is very essential because if the scores of thousands of commuters 
which are carried by rail are thrown upon the highways, chaos and congestion will follow, which will paralyze these Metropolitan 


centres.”’ 
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muter services usually, however, emanate from 
the aggrieved communities served by the line. 
Here again the problem is a local one and not one 
to be solved by high freight rates. The public 
interest should not be construed narrowly as a 
local interest but as the broader interest of all 
Canadians, including freight shippers. If a com- 
munity deems the service to be essential then it 
should find the means, either by subjecting itself 
to fare changes or by subsidy, or a contractual 
arrangement with the railway, to maintain it.?! 

Should local commuter deficits have the effect 
of lowering the effectiveness of overall rail service 
then the matter may be deemed to be of national 
concern. In this case the Federal Government, 
and not the shippers, should be dispensers of 
public benefits. 

The same reasoning is applied to the keeping 
open of lines declared to be strategic or otherwise 
essential for national defence. In this respect the 
remarks of the I.C.C. in the recent passenger 
deficit docket could equally apply to this country: 

“This record does not indicate that the railroad 
industry has the financial ability to retain any 
of its service or facilities solely as standby 
capacity. Those who benefit from any standby 
capacity that should be maintained must as- 
sume the obligation of financing such standby 
service to the extent of their needs.”’”” 

Professor Healy offers a similarly pertinent 
comment: 

*“At the other extreme the unwillingness to pay 

the costs of rail passenger transport suggests 

that continued allocation of resources to that 
mode does not meet the test of their effective 
use and should not be required as a matter of 
public policy. In recent years an additional 
public consideration has been the potential 
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need of passenger service for security reasons. 
Here public policy should be no different than 
for industry at large, where stock piling is 
undertaken by government as a defense ex- 
pense. Such passenger facilities as the military 
may deem necessary should be the responsi- 
bility of the defense budget.’’?? 

It is specifically recommended in this submis- 
sion that in the light of the present day alternative 
transportation facilities and unwarranted burdens 
on freight shippers, abandonment of non-com- 
pensatory passenger services be sympathetically 
considered by the Board of Transport Com- 
missioners. Where such services are deemed to be 
in the public interest then a subsidy should be 
paid to the railway which dispenses public benefits 
by the body requiring such a service. 


Policy Recommendations regarding 
Branch Lines and Service to 
jntermediate Stations 


Branch line traffic and traffic to intermediate 
stations may be freight, passenger or both. It is 
submitted that the same principles should apply 
as those put forward for passenger deficits, namely, 
in respect of unremunerative branch lines and 
stations railways should do all in their power to 
increase revenues by rate adjustments, upwards 
or downwards, and by adjustment of service to 
fit the demands of potential customers. Where 
such measures still do not bring in sufficient 
revenues to cover long run out-of-pocket costs the 
question of abandonment should be considered. 
In the light of the growth of trucking, car and bus 
travel and airlines, abandonment should not pose 
serious problems in view of the availability of 
alternative service. In these cases the Board has 
shown willingness to allow abandonment.” 


21The Canadian National Railways sees pressure for an extension of commuter services into new urban areas but is of the opinion 
that commuter service is inherently unprofitable at any level of fares. Therefore, Mr. Gordon suggests that the C.N.R. is willing to 
enter contractual arrangements with municipalities desiring service to safeguard the railway from losses. 

STATEMENT BY Mr. DoNALD Gorpon, C.N.R., before the Royal Commission on Canada’s Economic Prospects, Montreal, Jan. 19, 1956 
(mimeo.) p.16. 

221.C.C. Dockest, No. 31954. op. civ. p.101. 

23-1 KALY, OP. CIT. p.433. This view is concurred in by James C. Nelson, RAILROAD TRANSPORTATION AND PuBLIc Po.icy, Washington, 
D.C., The Brookings Institution, 1959, p.313. 

2The general policy of the Board of Transport Commissioners in abandonment cases is set out in 49 J.O.R.R. 2 at pp.64-66 when 
the Canadian National Railways’ application for discontinuance of the commuter service operated between Quebec City and St. 
Joachin, P.Q. was decided. The Board, in its Judgment, said: 

“Aside from what was put before us during the hearings and in the various written submissions, I should state that, prior to the 
hearing, one of the Board’s Operating Inspectors visited the area, made a complete investigation and submitted his report to the 
Board under date of August 27, from which it should be clearly understood that in matters such as this the Board does not rely 
entirely on submissions made by either the Railways or the respondents but conducts its own investigation. 4 

“In order to show that this is not an isolated case, I would now refer to some previous decisions of the Board as relating to cases 
originating on the Canadian National Railways, the London and Port Stanley Railways, the Lake Erie and Northern and Grand 
River Railways (electric lines subsidiary to the Canadian Pacific Railway) and the New York Central Railway. ‘ 

CANADIAN NATIONAL RAILWAYS, WESTPORT SUBDIVISION, 1952. Reported in C.R.T.C. 69, page 136. Complete abandonment of 

operation of 40.51 miles of line. System saving in line abandoned $83,035 per annum. Application approved. Q 

LONDON AND Port STANLEY RAILWAY, 1957. Reported in C.R.T.C. 74, page 295. Abandonment of passenger service between 

London, Ontario and Port Stanley, Ontario, a distance of 24 miles. Saving if passenger service abandoned, $6,000 per month. 

Application approved. : 

LAKE Erte & NorRTHERN AND GRAND RIvER Ratitways. Reported in C.R.T.C. 72, page 290. Abandonment of passenger service 
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between Kitchener, Ontario, and Port Dover, Ontario. There is no record of the savings effected in this case. The headnote in the 

C.R.T.C., however, reads as follows: 

‘Because of a steady decline in passenger traffic the Railways asked approval of a proposal to discontinue passenger train service 
and to replace it with service upon parallel highways. The Board granted the application subject to possible future review but 
observed that in some respects the plan would improve the service.’ 

New York Centra Rattroan. This is the most recent case. The Railway made an application to completely discontinue its 

passenger service between Montreal, P.Q. and Malonc, N.Y., a distance of some 60 miles. he case was decided in 1958 and is not 

yet reported in C.R.T.C. The trains in question were largely used by commuters. The saving to the Railway, if passenger service 
were discontinued, was said to be approximately $100,000 per annum. 'The application was granted. 

In all of the above mentioned cases it was clearly proven that good highways more or less paralleled the railway and there were 

other adequate means of transportation. 

In cases such as this, the eae endeavors to appraise the situation in all respects and, in particular, we ascertain what transporta- 
tion facilitics cxist in the arca concerned. We look at the expense of operating the trains, the extent to which the public patronize 
the train service and we weigh the savings the Railway would make if the application is granted against such loss and inconvenience 
as the public may suffer as a result of the change. 

I'rom what was sect forth in the application, the report of the Board’s Operating Inspector, the exhibits, evidence, argument and 
briefs presented during and following the hearing, the Board was satisfied that other adequate means of transportation facilities exist 


in the area concerned and that the losses to the Railways outweigh the inconvenience to the public which would result from the 


abandonment of the commuter service.’’ 


When there is no reasonable alternative means 
of transportation the solution must be sought 
elsewhere. If the problem is deemed to be of a 
national public interest then a Federal subsidy 
should be made avzilable to railways in return for 
the continuance of service. The recovery of out-of- 
pocket losses from shipper of captive traffic which 
is not subject to competition has obvious in- 
equities which will not diminish with time. In 
these matters the Province of British Columbia 
endorses the comments of the Gordon Royal 
Commission on Canada’s Economic Prospects:** 

“It is with these considerations in mind that we 

suggest that the Board of Transport Com- 

missioners should vigorously follow up the sug- 
gestion of the Turgeon Commission to permit 
more abandonment of unprofitable branch lines 
and other unremunerative services. With the 
growth of bus and trucking services this could 


be done in many cases with little or no loss to 
the public in terms either of convenience or of 
cost, particularly as the roads are now in- 
creasingly being kept open and _ serviceable 
throughout the winter. In those few localities 
where no other transportation is available it 
would seem reasonable to permit the railways 
themselves to operate bus and trucking facili- 
ties, subject to those same safeguards of the 
public interest which are applied to similar 
services in the province concerned. Some prov- 
inces virtually prohibit the introduction of 
more economic substitute services by the rail- 
roads; this, however, should not deter the rail- 
ways from applying for, and the Board from 
granting, line abandonment in these circum- 
stances—the provincial authorities always have 
the alternative open to them of licensing some 
other service. 


23ROYAL COMMISSION ON CANADA’s Economic Prospects. Final Report. Ottawa, 1957. p.284. 


CHAPTER 4 


CROWSNEST GRAIN RATES 


Purpose of the Rates 


The history of the Crowsnest rates is well known 
and need not be reiterated in this brief.' 

The purpose of these statutory rates are equally 
well known. “... the westbound reduced rates 
were given on those things which the western 
settlers required most urgently for the operations 
of farming and for the erection of barns and dwel- 
lings. The low eastbound rates, on the contrary, 
were given on those things of which there was a 
surplus production and which had to be sent to 
or through the markets of eastern Canada.’’” 
The Turgeon Report notes that the reduced rates 
were intended to assist the grain growing in- 
dustry of the prairies which had the promise of 
becoming a major factor in the Canadian econ- 
omy.’ “. their primary intention was to re- 
lieve the people then in the west of a grevious 


burden, with the further expectation that they 
would induce a great increase in the population 
of the Prairies and the development of an industry 
which it was in the interest of all of Canada 
to foster.’’' 

There is little doubt that this industry has 
grown and has become of immense benefit to 
Canada, grain and grain products constitutes one 
of our major exports. ° 


Changes in Economic Conditions 


The laudable objectives of the Crowsnest rates 
were defined at a time when economic conditions 
were very much different from those of today, or 
even those of 1949 when the Turgeon Commission 
was holding its hearings. The Turgeon Commission 
did not think that the time had arrived for Parlia- 
ment to relinquish control of the rates. However, 


Histories are contained in R.A.C. Henry, Ratnway Frerur Rares In Canapa, prepared for the Royal Commission on Dominion- 
Provincial Relations, Ollawn: 1939. p. 178 wr seq; A. W. Curric, Economics Or CANADIAN TRANSPORTATION, Toronto: University of 
Toronto Press, 1954, pp. 124-132; Rerorr ov rik Royat, COMMISSION ON ‘TRANSPORTATION, LO5L. Ottawa: 1951. pp. 238-243. 

IW. 'T. Jackman, Kconomic PrincteLEs OF TRANSPORTATION, Toronto: The University of Toronto Press, 1935. p. 246. 


ROYAL COMMISSION ON 'FRANSPORTATION, L951, op. cit. p. 238 
Abip. p. 247 


6Of greater importance in the export trade of Canada and giving similar benefits to Canada is lumber. The trade has grown to such 
eminence aoe the producers have never asked, nor have received, any similar statutory rates. It may be worth contemplating what 
y 


a position lum 


er could have attained in overseas markets given the same rate advantages as grain. 
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it noted that ‘‘such a time may come later with 
the evolution of the country’s economic position.”’ 
It is submitted that this time has now arrived 
due to the vastly changed economic conditions 
since 1899 and even since 1949. 

In 1949 the Annual Consumer Price Index 
stood at 100 and in 1958 stood at 125.1. The 
Index of General Wholesale Prices which was 
198.3 in 1949 was 227.8 in 1958 and in October 
1959 was 230.1. 

Over the entire period during which the rates 
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have been in effect railway costs have risen enor- 
mously; the rates have remained the same and 
the value of the dollar has shrunk considerably. 
Hence, the railways are actually earning less in 
real money terms than they were in 1899 or in 
1949 from the carriage of grain. 

The average of salaries and wages for railway 
employees has risen from $2,721 in 1949 to $3,530 
in 1956.7 

The acreage, yield and total value of grain 
crops has risen in these years: 


TABLE XXIII 


AVERAGE YIELDS, PRODUCTION AND VALUE OF PRINCIPAL 
GRAIN Crops, 1945-49 AVERAGE AND 1956 


CROP anp YEAR Yield aig acre. te Soa eh: 
WHEAT 
AVM 4 5249 tees. eh rhe ie tees a. Na Pee: Meee 14.8 362,774 587,412 
1956 Pei core okt... Riviere okie odeek Bacin Caprese: FAD) 573,062 614,818 
Oats 
FEN ipepy d Os G2 AS Pa ae ashen teat. sear ie Naa antl es 28.4 326,437 219,370 
OGG) Aen crete ne Aoki ARAL s, BRIANNE, PME D128 08 44.8 524,445 300,189 
BARLEY 
BV VO A TAG a nee: eo aie Riel aM Oe Sd 21.5 141,171 133,431 


Source: CANADA YEAR Book, 1957-58, p.426 


269,065 195,551 


Production of grain in the prairie provinces has increased since 1949 also; 


TABLE XXIV 


PRODUCTION OF GRAIN IN THE PRAIRIE PROVINCES, SELECTED YEARS, 1948-1958 


GRAIN 1948 1950 1952 1956 1958 

000 bu. 000 bu. 000 bu. 000 bu. 000 bu 
IWiheGatye® Cok Reed Eee CURE A ES RY 356.0 439.0 678.0 551.0 346.0 
Oate gh tees cae tae TORS . bec Dapes ts} 255.0 346.0 400.0 240.0 
Barley tere aed sects Roi ore ie acy) usw ete ec cena a 142.0 157.0 281.0 262.0 238.0 
FR Cerca LaCie le nue a 5 Mises alsin! 24.7 11.0 2203 6.3 5.4 
Rlaxscedereee ere rrr mits ecet art sian | 17.4 4.4 10.7 | 34.6 22.5 


Source: HANDBOOK OF AGRICULTURAL STATISTICS 1908-1958 


Part I: Field Crops; Dominion Bureau of Statistics, Ottawa. 


The carryover of grain, stimulated by such measures as statutory grain rates, has increased in the 


last ten years: 


TABLE XXV 


CARRYOVER OF CANADIAN WHEAT AND OATS IN CANADA 
1948-49 anp 1957-58 


Nic LEB oi a shia hyope ela piceteiayy’ BBbads Mien. Pemba ores ogegeen 
BAD PMO 3s iureass Foo cca oh KIS Rigs Sek ap ae eae oka le gas hile ghee 


Source: GRAIN TRADE OF CANADA, 1957-58. p.105 


‘ROYAL COMMISSION ON TRANSPORTATION, 1951, OP. ciT. p. 249 


(Million bu.) 


Wheat rete sd Oats 
Se eye 90.5 54.2 
ae 686.4 190.6 


7CANADA YEAR Book, 1957-58. p. 819 and RatLway TRANspoRT, 1956, Part II, Dominion Bureau of Statistics, Ottawa. 
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In 1899, when the Agreement came into effect, 
the price of wheat was 70 cents per bushel.* Now 
it is over $1.60. 

These changes in economic conditions lead 
Professor Currie to say: 

““Wages have risen, materials cost more; traffic 

has grown in volume, numerous technological 

improvements have taken place; and interest 
rates have declined, yet rates on port grain 
remain unchanged. On no other commodity in 

Canada and probably in no other part of the 

world are rates held down by statute to the 

level prevailing in the nineteenth century.’’® 

Not only have economic and agricultural con- 
ditions changed over the years but the Statutory 
rates are now applicable over a much wider range 
of commoditiesand railway lines. Currie notes that: 

“In 1897 Crowsnest rates applied to grain, 
flour, oatmeal and millstuffs. Now they cover 
barley, buckwheat, corn (except for popping), 
oats, rye, spelts, wheat alfalfa meal, barley 
cleanings, breakfast food or cereals (uncooked 
in bags, barrels or cases) bran, buckwheat flour, 
chopped feed, corn flour, corn meal, crushed 
oats, feed grain in sacks, flour made from grain 
only, grits, groats, malt, middlings, millfeed, 
oat hulls, oatmeal, pearl or pot barley in bag 
or barrels, rolled oats, rolled wheat, rye flour or 
meal, sweepings and screenings, shorts, barley 
sprouts, wheat meal and flaxseed.’’!° 

The rates originally bound the Canadian Pacific 
Railway to carry grain and flour eastbound. 
After 1925 the rates were made to apply to west- 
bound traffic also. At that time the rates were 
extended to all lines west of Fort William even 
though constructed after 1899. Moreover, the 
rates now apply to other railways in the west as 
well as to the Canadian Pacific. 

Shipments to Hudson Bay were subsequently 
included by voluntary action of the Canadian 
National Railways. 

The rates were originally applicable on west- 
bound grain over 3,000 track miles. They are now 
applicable in both directions to over 17,000 track 
miles. !! 
®ROYAL COMMISSION ON TRANSPORTATION, 1951. oP. CIT. p. 247 
*Currie, OP. CIT. p. 124 


10IBrp. Footnote p. 642. 
nIBIp. p. 125 
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Amount of Loss on Export Grain 


If railways are shown to be carrying the Crows- 
nest grain at rates which do not cover long run 
out-of-pocket costs then plainly a subsidy is being 
given to export grain. 

The amount of this out-of-pocket loss, or sub- 
sidy, is not known at this stage and obviously 
varies with the size of the crop each year—the 
amount varying inversely with the tonnage carried. 

Some statements on the estimated loss may 
be drawn together however. 

1. “It will be seen... that in 1952 grain and grain 
products (carried by the C.P.R.) accounted 
for 44.3 percent of revenue ton-miles., i.e. the 
physical volume of traffic. This movement of 
the grain crop resulted in a loss to overhead of 
6.8 per cent.”’!? 

2. ““The Railways made a rough estimate that 
this distortion resulted in 1952 in a direct loss 
to overhead of $65 million. The 1953 and 1954 
direct and indirect losses attributed to the 
same cause may far exceed this figure if, as 
they must be, indirect consequences such as 
loss of high-rated freight to competitive forms 
of transportation and the loss of revenue from 
rates lowered to meet this challenge are placed 
on the scale.’’!* 

3. “Therefore, while the exact dollar deficiency 
from Crowsnest grain (carried by C.P.R. in 
1948) in western Canada is not available, it 
will be seen that it is somewhere between 
$13,769,000 and $16,947,000.” #4 

4, The loss in 1958 (total cost less total revenues) 
is alleged to be $30 million for C.N.R.'® and 
$35 million for C.P.R.'° 


The Burden of the Loss 


Whatever the size of the out-of-pocket losses 
incurred it represents a subsidy to the shippers 
of grain, who thereby receive higher profit mar- 
gins per bushel than would otherwise be the case. 

The pertinent question becomes whether or not 
such a subsidy should be continued. Does Canada 
still wish to assist the grain growing industry 
on the prairies in the interests of the whole 


12*Sloan Report’, in THE LABouR GAZETTE, Vol. IV, No. 1, Jan. 1955, p. 53. 


IBID. p. 54 


MSUBMISSION OF CANADIAN PaciFic RAILWAY COMPANY TO THE RoyAL COMMISSION ON TRANSPORTATION, Part I. Montreal, Oct. 


1949. p. 188. 


1sSSUBMISSION BY CANADIAN NATIONAL RAILWAYS TO THE ROYAL COMMISSION ON RAILWAY TRANSPORTATION IN CANADA, Montreal, 


Oct. 15, 1959, computed from data in p. 2 


1sSUBMISSION OF CANADIAN PacIFIC RAILWAY COMPANY TO ROYAL CoMMISSION ON RAILWAY TRANSPORTATION IN CanaDA, Montreal, 


Oct. 14, 1959, p. 10 
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Dominion? There is little doubt that stimulation 
to the industry should still be given in the interests 
of Canada. Any increase in freight rates for the 
grain farmers would be serious socially and eco- 
nomically at this time. 

However, if it is agreed that the subsidy be 
continued the question of who should pay it 
arises. It has variously been suggested that it is 
now being paid by railway labour, by the railways 
themselves, and by shippers of other traffic. '7 

It is doubtful whether the subsidy is being borne 
by the railways as each rate increase on other 
traffic has resulted in an increase of revenue for 
the railways. '® 

Though there may well be credence in the 
Sloan suggestion that railway labour is subsidizing 
Crowsnest grain it would appear that most of the 
burden is being borne by shippers of other traffic. 
This view is taken by Commissioner Chase in the 
17 per cent case: 

** ‘Just and Reasonable’ must be interpreted to 
mean just and reasonable to both the public 
and the railways. This being so, then having 
regard to the serious distortions in the freight 
rate structure the Board is finding it increasingly 
difficult to perform its duty, viz., to maintain 
‘just and reasonable freight rates’, principally 
because it is unable to make any change in the 
so-called ‘Statutory Rates’.’’ Commissioner 
Chase further remarks:‘“The increases in wages 
and material prices apply and relate to all 
phases of railway operations but unlike the 
ordinary business concern the railways cannot 
pass such increases on to the ultimate consumer 
with respect to, say, 25% of the freight traffic 
handled but must endeavour to secure the 
additional revenues required to meet the in- 
creases in operating expenses from other seg- 
ments of traffic and only then provided they 
can retain the handling of such traffic. Yet the 
statutory grain and related rates are on the 
level of 1899.”’!° 

There is little doubt that out-of-pocket losses 
on grain have led to rate increases on other traffic 
being greater than they would otherwise have 
been. In other words, any required increase in 
rates would be borne by a larger base if export 
grain were included. 
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Moreover, the base upon which the rate in- 
creases can rest becomes even smaller with the 
passage of time and the growth of competition. 

Shippers of traffic who have no reasonable 
alternative transportation available are called 
upon to subsidize Crowsnest grain to a much 
greater extent than anyone else. The incidence 
of freight rate increases constitutes a considerable 
burden on these shippers who are precluded by 
the nature of their traffic and distances to their 
markets from recourse to competitive agencies. 

As Chief Justice Sloan said: 
“It will be seen that the freight rate structure 
is in a state of distortion and imbalance due in 
great measure to the effects thereon of the 
Crowsnest Pass rates. The structure is in the 
form of an inverted pyramid—too small a base 
is carrying too great a burden... The freight 
rate structure, as I have said, is in a state of 
distortion. Even small cyclical business reces- 
sions react with quick depressive force upon 
railway revenues because of the narrowness of 
the profitable rate base and impressive weight 
it has now been called upon to bear. Increased 
freight rates would, in all probability, only 
tend to increase the present imbalance and 
expose greater areas of railway traffic to out- 
side competition.’’?° 
Again Mr. Sloan said in his conclusions: 
““A major factor contributing to the present 
serious decline in rail revenue is the distortion 
and imbalance of the freight rate structure due 
to the direct and indirect but consequential 
effects of the Crowsnest Pass rates covering 
grain and grain products.’’?! 

This distortion is acute and is not improving 
as time progresses. Since April 1948 there have 
been seven general increases with a cumulative 
increase of 157 per cent to December 1, 1958. 
These authorized horizontal percentage increases 
are applied in full only to the ‘normal traffic’ 
which excludes coal and coke, international and 
overhead, import and export, competitive traffic 
and agreed charge traffic. Grain and grain products 
for export are also excluded and these account for, 
as far as C.P.R. is concerned, about 30 per cent 
of the total but only nine per cent of the revenue. 

Most of these increases have been occasioned 


17For example in THE LABouR GAZETTE, OP. CIT. p. 52; in the SUBMISSION OF THE CANADIAN PACIFIC RAILWAY TO THE ROYAL ComMMIs- 
SION ON TRANSPORTATION, OP. CIT. p. 151 ET. SEQ; and by Commissioner Chase in 48 JORR 36. 
‘8This point is also made by George W. Wilson, ‘“‘Economics of the Crowsnest Pass Rates’’, CANADIAN JOURNAL OF AGRICULTURAL 


Economics, Vol. VI, No. 1 1958 (reprint, p. 7) 

19 48 JORR 16A 32, 36 (bold face supplied) 

20THE LABOUR GAZETTE, Jan. 1955, op. ciT., pp. 54 and 56 
2\TBID, p. 52 
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by increased working expenses but the railways 


are not able to pass these on to all traffic—fully 
25% is excluded by virtue of the statutory rates. 
The burden on the normal traffic is therefore 
very real and will not be resolved without drastic 
measures, There is no doubt that because of the 
statutory rates the rates on normal traffic have 
to be increased more than they would otherwise. 
The normal traffic is becoming a smaller propor- 
tion of the whole as railway competitors cut into 
the market, encouraged by rail rates set to cover 
losses on grain and other traffic. The problem of 
the weak competitive position of the railways in 
this respect is mentioned by Lessard: 

“Finally, superimposed on these three forms of 
internal subsidization are fixed statutory rates 
on export grain traffic from western Canada. 
This traffic which normally accounts for ap- 
proximately 30% of the two major railways’ 
total revenue freight ton-miles is moved at 
rates (0.5 cents per ton-mile) which are claimed 
by the railways to be very close to their short- 
run out-of-pocket costs. This means that the 
entire overhead cost attributable to the move- 
ment of export grain from western Canada has 
to be recovered from other traffic. The trans- 
ference of this overhead expense to other-than- 
grain traffic, much of which is highly com- 
petitive, improves the competitive position of 
other carriers and correspondingly weakens the 
competitive ability of the railways.’’?? 

There comes a time when the normal traffic 
revenues fail to respond to further increases in 
that losses of traffic make further competitive 
rates and agreed charges necessary—or traffic 
is lost altogether. 

The extent to which the revenue on normal 
traffic has declined with successive increases was 
noted in the last general rate case,?* shown by 
Table X XVI. 


TABLE XXVI 
ESTIMATED REVENUE ON ‘NORMAL TRAFFIC’ 


($ millions) 

RATE CASE Year C.P:R, C.N.R. 
21% 1947 104.2 117.2 
20% 1949 130.1 168.8 
17% 1951 180.1 257.1 

9% 1952 190.5 258.5 
71% 1953 209.2 283.1 
11% 1957 157.4 212.3 
19% 1959 136.3 178.2 


Source: 48 JORR 16A p.26 
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It will be noted that each rate increase up to 
1953 at first brought in more revenue from normal 
traffic but since that time there has been a con- 
siderable decline. 

The problem of the Crowsnest Pass grain rates 
is primarily that shippers of traffic that is captive 
to the railways and for which there is no reason- 
able degree of competition suffer by reason of 
this grain not bearing its proper share of costs. 


Suggested Solution to Alleviate 

the Burden 

The solution to these problems, is suggested by 
the Gordon Commission: 

“We do not suggest that any change should be 

made now in these statutory rates. However, 

within the longer period, improvement in the 
world wheat situation and the growth of live- 
stock production in the prairie region may 
create conditions under which greater flexibility 
in grain rates could be introduced. Third, in 
lieu of an increase in the rates on low value 
commodities and, in particular, those on which 
the rates have long been established by statute, 
the government could provide, in the form of 

a subsidy, such additional amounts as may be 

necessary to help meet rising railway costs and 

maintain the efficiency of the railway system. 

It is with no little hesitation we have come to 

the conclusion that a short run solution to this 

intractable problem will probably involve a 

new charge on the public treasury.’’*! 

The feeling that the national treasury should 
bear the cost of unremunerative grain rates is 
widespread. The same point was made by Mr. 
Wickens, of the Conciliation Board under the 
Chairmanship of the Hon. Mr. Justice R. L. 
Kellock in 1954. Mr. Wickens thought that the 
rates bore unreasonably on railway labour, and 
he had this to say: 

“Again, if the national welfare makes it neces- 

sary to impose upon the railways the duty to 

provide non-profitable services, then it is the 
nation as a whole which should provide for 
them if the railways are unable to, and not 
the men who work for the railway companies. 

With agreements such as the Crowsnest 

Pass agreement, which fix arbitrarily certain 

tariffs (and if in the national interest it is 

necessary to maintain these agreements and 


3 


by increased working expenses but the railways 


32J. C. Lessard, TRANSPORTATION IN CANADA, ROYAL COMMISSION ON CANADA’sS Economic Prospxcts; Ottawa, 1956, p. 90 


2348 JORR 16A p. 26 


2sROYAL COMMISSION ON CANADA’S Economic Prospects. Preliminary Report, Ottawa, Dec. 1956, pp. 78-9. 
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these arbitrary tariffs) the cost thereof, if un- 
supportable by the Companies, should be on 
the people of Canada as a whole and not on the 
employees of the companies.”’** 

Chief Justice Sloan makes a similar point: 

“Tt is my respectful opinion, however, that the 
effects of these rates both direct and indirect, 
wherein their application results in loss of rail 
revenues, should be shouldered in some fair 
degree by the national treasury, and not as now, 
continue to be borne by a segment of the 
national economy. 

If I am right in my conclusion that the direct 
and indirect effects of the Crowsnest Pass rates 
are a majoi contributing factor to the present 
situationin which the Railways find themselves, 
and the evidence before me can lead me to no 
other rational conclusion, then it is my respect- 
ful opinion that some fair share at least of this 
burden should be shouldered by the people of 
Canada from the national treasury —a suggest- 
tion not entirely bare of relevant precedent.’’*° 
Former Commissioner H. B. Chase made simi- 

lar observations in the 17% Judgment: 
“Turning back to my question, ‘What is the 
solution’, I think the answer is that Parliament 
should find some means whereby the railways 
would be fairly compensated for the movement 
of grain and grain products in western Canada 
carried at statutory and related rates and there- 
by reduce the amount or avoid the necessity 
of increases in freight rates on other commodities. 
... In conclusion I wish to make it quite clear 
that I am not suggesting that the statutory 
rates should be removed from Parliamentary 
control. I do, however, with great respect, 
contend that the time has come for Parliament 
in the national interest to give this matter 
careful study and decide what the future policy 
should be.’’”” 
The same conclusions are reached in the Final 

Report of the Gordon Commission: 
*“Moreover, if for national policy reasons, the 
Government feels it necessary to provide trans- 
portation at reduced rates to certain regions or 
producer interests, this should be done by 
openly reimbursing the transportation enter- 

2°THE LABOUR GAZETTE, June, 1954, p. 835 


2°THE LABOUR GAZETTE, Jan. 1955, op. cir. p. 52 and p. 56 
2748 JORR 16A pp. 33 and 36 
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prises involved rather than by imposing un- 
economic rates which have to be recouped as 
best they can elsewhere at the cost of substan- 
tial misallocation of the country’s transport 
and other resources. The railways in particular 
should be allowed to earn a reasonable rate of 
return where their services are economically 
justifiable, if they are to finance their needed 
capital expenditures. Indeed, we take it as 
axiomatic that the public should pay directly 
for the public interest: they should not transfer 
their responsibilities to the shoulders of railway 
labour or the users of Canadian transport. We, 
therefore, have concluded, although with no 
little reluctance, that the burden imposed on 
the railways by the statutory rate on grain 
traffic could be lifted with the least distortion 
in the short run by a new charge on the public 
treasury. Over the longer term we would hope 
that greater flexibility could be introduced into 
these rates by the cost reductions which will 
be effected by the Seaway, by improvement in 
the world wheat situation and by the growth of 
livestock production in the Prairie Provinces.’’?8 

It is submitted by the Province of British 
Columbia that the suggestions of these authorities 
be acted upon without delay to relieve the bur- 
dened shippers from the freight rates which are 
higher than they would be in absence of unre- 
munerative grain rates. 

Specifically, it is recommended that, as the 
continued stimulation of agriculture in the west 
and the encouragement of grain exports are in 
the national interest but shippers of other freight 
should not be unduly burdened, then: 

1. Crowsnest Pass rates should remain under 
statutory control and at the existing level. 

2. A subsidy should be paid to the railways from 
national funds. The subsidy should recom- 
pense the railways for out-of-pocket losses 
arising from the carriage of such grain, plus 
a fair contribution to overhead at the end of 
each crop year. 

3. The subsidy should vary with the loss. 

4. That the inequities suffered by other shippers 
as a result of the statutory rates be adjusted 
from subsidies received by the railways. 


283ROYAL COMMISSION ON CANADA’S ECONOMIC PROSPECTS, Final Report, Ottawa: Nov. 1957. p. 285 
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CHAPTER 5 


THE ONE AND ONE-THIRD RULE 


Introduction 


The One and One-Third Rule grew out of the 
provisions of the long-and-short-haul rule. The 
origin of the long-and-short-haul clause, Professor 
Locklin says, “‘is to be explained largely by the 
fact that the practice seemed entirely indefensible 
and contrary to common sense.””! 


It appeared absurd for railways to charge more 
for a short haul over the same route or line, as 
Locklin suggests. In addition to the appeal to com- 
mon sense for the enactment of long and shc.t haul 
legislation, there is the factor of discrimination: 


‘*“We can imagine the residents of point C say- 
ing: ‘If the rates charged at B are abnormally 
low, it means that higher rates must be charged 
at C and other intermediate points; and if the 
rates at B are not abnormally low but are only 
reasonable rates, then the rates at C are exces- 
sive, yielding the railroad more than a fair 
profit.’ Although this reasoning is not un- 
answerable, it won many advocates to long- 
and-short-haul legislation.’’? 


In summary it may be said that the rule was 
made law because of the monopolistic position of 
railways and the discriminatory practices which 
occurred in recovering unreasonably high rates 
from intermediate points where competition was 
not a factor in keeping rates down as it was at the 
long haul terminal points. The rule was incorpor- 
ated into Canadian law by the Railway Act of 
1903 as Section 252(3). 


It is now contained in the Railway Act, R.S.C. 
1952, Sections 317 (5) and (6), and reads as 
follows: 


**317 (5) The Board shall not approve or allow 
any toll that for the like description of goods, 
or for passengers carried under substantially 
similar circumstances and conditions in the 
same direction over the same line or route is 
greater for a shorter than for a longer distance, 
within which such shorter distance is included, 
unless the Board is satisfied that, owing to 
competition, it is expedient to allow such toll. 
(6) The Board may «declare that any places 


1D. Philip Locklin, Economics or TRANSPORTATION. Homewood: Richard D. Irwin, Inc. 1954. p.497. 


2IBID. p.497. 
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are competitive points within the meaning of 

this Act. R.S.C. 170; s. 314.” 

The transcontinental rates have been permitted 
by reason of the exceptions permitted in this 
section. 

The one and one-third rule is of more recent 
origin and is contained in the Railway Act, 
Section 337. The section reads in part: 

337 (2) Tariffs naming a competitive toll for 

any transcontinental freight traffic shall provide 

that: 

(a) the toll for freight traffic having its destina- 
tion at a point in intermediate territory, 
and 

(i) having its origin at the same point in 
eastern or western territory, 
(ii) being of the same description, and 
(ii1) carried in the same direction and under 
the same conditions and arrangements 
as to weight and otherwise, 
as the transcontinental freight traffic for 
which the competitive toll is named, shall 
not exceed by more than one-third the 
competitive toll so named to the point of 
destination in eastern or western territory, 
as the case may be, nearest to the point of 
destination in intermediate territory; and 
the toll for freight traffic having its origin 
at a point in intermediate territory, and 
(i) having its destination at the same 
point in eastern or western territory, 
(ii) being of the same description, and 
(iii) carried in the same direction and 
under the same conditions and 
arrangements as to weight and 
otherwise, 
as the transcontinental freight traffic for 
which the competitive toll is named, shall 
not exceed by more than one-third the 
competitive toll so named between such 
point of destination and the point of origin 
in eastern or western territory, as the case 
may be, nearest to the point of origin in 
intermediate territory. 1951 (2nd Sess. c. 
Pg val Ae 

The one and one-third rule was made in order 
to placate shippers in the intermediate territory 
who were deprived of the protection afforded by 
the long-and-short-haul rule by reason of the 
terminal points being named competitive points. 


It is to be noted that while section 317 gives 


(b 


~ 
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total relief from long and short haul provisions 
should competitive points be named, the one and 
one-third rule limits the relief in the case of 
transcontinental rates. 


Hence the total relief which was given to rail- 
ways before 1951 was withdrawn by the new rule 
which applied only to transcontinental traffic and 
which, therefore, is of direct concern to shippers 
and consignees in British Columbia. 


The purpose of the rule is made clear in the 
Report of the Royal Commission on Transporta- 
fon. LoD Ls 

“... When the railways give the trader and 
consumer at the Pacific Coast the benefit of 
fast railway service at rates that are very little 
more than ocean rates and thus provide them 
with two alternate services at about the same 
price, the consumers in Alberta and other inter- 
mediate provinces are entitled to share in an 
equitable degree in the beneficial conditions 
created by the railways.’”? 

In making this interpretation to disperse par- 
ticular benefits the Royal Commission sought to 
reverse the long standing practice of the Board of 
Transport Commissioners in granting relief from 
the long-and-short-haul clause. For this and other 
reasons the Province of British Columbia submits 
that the one and one-third rule, Section 337 of the 
Railway Act, be repealed. 


inequities of the One and One-third Rule 


1. The rule burdens the transcontinental shipper 
by reason of the long haul rates being higher than 
they would be otherwise. 

The rule burdens shippers and receivers in 
British Columbia in that they are deprived of 
potentially favourable railway rates. In the ab- 
sence of the rule, railways were free to quote 
competitive transcontinental rates without hav- 
ing regard to intermediate territory. They were 
allowed to give the advantage of competition to 
British Columbia while not depriving intermediate 
points of any advantage which they already 
enjoyed. 

As a result of the rule. . .“‘SSome time after the 
adoption of the rule they (the railways) revoked 
some of their transcontinental competitive rates 
and increased others, thus showing their willing- 
ness to abandon the transcontinental traffic rather 
than accept the enforced reduction for the shorter 
haul 4 


‘REPORT OF THE RoyAL COMMISSION ON TRANSPORTATION, 1951. Ottawa. p.100. 
‘REPORT OF THE ROYAL COMMISSION ON AGREED CHARGES, Ottawa, 1955. p.10. 
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In this regard Exhibit No. 15 submitted by the 
Canadian National Railways to that Commission 
entitled “Statement showing Transcontinental 
Competitive Commodity Rates from Eastern 
Canada to British Columbia Pacific Coast points 
increased since the passage of the One and One- 
Third Rule” gives detailed information. This 
Exhibit is attached as Appendix A. 

The Canadian Pacific Railway also increased 
rates as a result of the rule as is indicated by the 
following passage: 

“The railways have already found it necessary 
to abandon to their competitors a substantial 
volume of transcontinental traffic due to the 
existence of the one and one-third rule. The 
amount of traffic now moving to interior points 
at rates reduced because of the application of 
the rule is exceedingly small and the interior 
points thus gain little or no advantage from the 
existence of the rule. At the same time industries 
in Canada which formerly enjoyed markets at 
the Pacific Coast have had these markets lost 
or seriously curtailed because of the inability of 
the Canadian railways to provide transcon- 
tinental rates except at an overall reduction 
in revenues. 
Some relief from this situation has been pro- 
vided through the medium of agreed charges, 
but if the one and one-third rule were to be 
applied to these charges this relief would dis- 
appear and no agreed charges could thereafter 
be maintained from eastern Canada to the 
Pacific Coast, because of the reductions in 
revenue that they would cause upon traffic to 
interior points. The application of the one and 
one-third rule to agreed charges would be of no 
benefit to the interior territory, and would be 
detrimental to Canadian producers and the 
railways. 

The one and one-third rule itself has been 

found by experience to be of no advantage to 

the interests of this country, and its application 
to agreed charges would have further serious 
consequences.’’® 

It is true that some rates were later put on an 
agreed charge basis, but it is obvious that not all 
commodities in the transcontinental tariffs can 
satisfy the conditions conducive to agreed charge 
rate-making. The overall effect of the one and 
one-third rule has been that British Columbia 
producers and consumers have had to pay, in the 
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aggregate, higher freight charges than before the 
rule was proclaimed. 
2. A further grievance is that the original grounds 
for Alberta’s complaint against the relief pro- 
visions of the long-and-short-haul clause were 
narrow and should not be made to apply to all 
transcontinental traffic. The grounds for com- 
plaint against long and short haul relief on trans- 
continental rates would seem to have been very 
few, and in the light of growing competition in the 
intervening eight years since 1951 the probability 
is that offending rates would be even fewer today. 
Bearing out the contention that the basis for 
complaints is narrow, the Turgeon Report says: 
“The avowed policy of the railways has been 
to publish transcontinental rates applicable to 
commodities which ordinarily move from coast 
to coast and which are suitable for transporta- 
tion by steamship. Many of these rates are 
higher than the rates to intermediate points and, 
therefore, cause no complaints. Others are very 
little lower than the rates to intermediate points. 
There are, however, some transcontinental rates 
(relatively few in number) which are very low in 
comparison to the rates at intermediate points. 
These have given rise to bitter complaints.’’® 
Some of the rates listed in this category are for 
canned goods, structural steel, cast iron pipe, 
cooking oils and flannelette blankets. 


Where rates are unreasonable, unjust, or give 
undue preference or prejudice, there is cause for 
complaint to the Board of Transport Commis: 
sioners. In view of the narrow hase of complaint 
and the ever-increasing competition for the truck- 
ing of these commodities to intermediate points, 
there would seem to be no adequate reason for 
applying the one and one-third rule to all 
commodities. 


3. Another reason for complaint by the Province 
of British Columbia is that the rule deprives this 
region of geographical advantages. The one and 
one-third rule prevents the coastal regions of 
British Columbia from enjoying the natural ad- 
vantages of its geographical location insofar as 
freight rates are kept artificially high on the coast 
for the benefit of inland shippers and receivers. 
Conversely, the rule attempts to go some way 
towards equalizing the natural disadvantages of 
interior points. The rule, being introduced into 
the Railway Act, evidently goes further than the 
jurisdiction of the Board in that the Board is not 


‘ROYAL COMMISSION ON AGREED CHARGES, Transcript of Evidence, pp.140,141. [ 
*REPORT OF THE ROYAL COMMISSION ON TRANSPORTATION, 1951 op. crr. p.97. (italics supplied). 
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allowed to equalize natural advantages or dis- 
advantages while the rule attempts to do just 
this. For example, it has been stated: 


“The situation which this phase of the case 
presents is made up of the combination of trade 
competition, situation advantage with its at- 
tendant low cost of raw material and efficient 
water competition. None of these conditions 
are created by the action of the railways before 
the Board. Railways are not required by law, 
and cannot in justice be required, to equalize 
natural disadvantages such as location, cost of 
production and the like.’ 


It has been held time and again that rate- 
regulating commissions have no right whatever 
to attempt to equalize geographic, climatic, or 
economic conditions. They are concerned 
simply and wholly with the question of the 
reasonableness of the toll which the railway 
company is seeking to collect for the carriage of 
a given commodity, irrespective of how it is 
made, or whence it comes.’’® 


4. Further complaint arises that the one and one- 
third rule is unnecessary discrimination against 
transcontinental traffic in that the relief provi- 
sions of the long-and-short-haul rule are not 
allowed to become effective, vis-a-vis traffic not 
on transcontinental routes. In other words, the 
one and one-third rule has been discriminately 
applied against transcontinental traffic alone, 
whereas the railways and the terminal shippers on 


other routes are given the benefit of long short © 


haul relief where competition exists. 


Though total relief from long short haul pro- 
visions is normally granted to competitive long 
haul rates, the one and one-third rule means that 
only partial relief is afforded to transcontinental 
traffic. Transcontinental] traffic is merely one kind 
of long haul, and it is difficult to see why it is 
treated differently. If it is logical to have a one 
and one-third rule for transcontinental traffic then 
it would also be logical to apply it to all long- 
short-haul traffic. Conversely, if it is not logical to 
have the rule apply to long-short-hauls in general, 


712 CRC 350 p.356. 
818 CRC 347 p.348. 
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then it is not logical to have it apply also only 
to transcontinental traffic. 

The fact that consumers and distributors in 
Calgary and Edmonton complained about high 
rates to intermediate points before the 1951 Royal 
Commission would appear to be the reason for the 
discrimination against transcontinental traffic. As 
the principles embodied in long and short haul 
relief are judged to be sound even by Alberta, ? 
then it is submitted that these same principles are 
sound also for transcontinental hauls. 


Effect of Repeal on Intermediate Shippers 


Repeal of the one and one-third rule would not 
necessarily harm the intermediate shippers, and 
in fact could bring benefits. 

‘The normal long and short haul relief, if afforded 
to transcontinental rates, would be of benefit to 
intermediate pointsas Professor Jackmansuggests: 

“This water competition and its influences, 

direct and indirect, maintain rates to and from 

the North Pacific terminals which are con- 
siderably lower than they would be otherwise, 
and these low rates are reflected back from the 
coast into the interior. In reality, both the low 
rates of Eastern Canada (due to water and 

United States railway competition) and the 

low ocean rates and the transcontinental rail- 

way rates at the British Columbia coast points 
are potent influences in holding down the rates 
to and from the prairie territory.” !° 

If the railways engage in the transcontinental 
haul at low compensatory rates, they will con- 
tribute something towards overhead expenses, 
thus making the contribution by other users 
smaller than would be the case if the traffic were 
not carried. If the railways are restricted in their 
freedom to give low rates, as by the requirement 
to limit rates to interior points to one-third of the 
transcontinental rate, then the intermediate 
points will not benefit. 

For example, suppose the transcontinental rate 
from Montreal to Vancouver was $2.00 per 100 
lbs. before the rule while the rate was $3.20 to 
intermediate points. Now, after the rule, the rail- 


*Alberta, before the Turgeon Commission, recommended that relief from the long and short haul rule be allowed if ‘There is active 
and compelling competition at the competitive point which is beyond the control of the applicant carrier and such competition is 


absent at the intermediate point.’’ 


(Submission by the Province of Alberta to the Royal Commission on Transportation, THe Lonc anv SHortT Haut RuLE, Edmonton, 


September, 1949. p.111.) 
In the transcript of evidence Alberta also agreed on this point: 


“Mr. SINCLAIR: Q. Can we say that Alberta does not want any rule or any statute or any recommendation that a competitive 
special commodity rate should automatically operate as a maximum to intermediate points? 


Mr. Harriss: A. Yes, I think that would be fair.”’ 


(Royal Commission on Transportation, 1951. TRANSCRIPT OF EvIDENCE, December 8, 1949. Vol. 62, p.13050). 
iW. T. Jackman, ECONOMIC PRINCIPLES OF TRANSPORTATION, Toronto: Universitv of Toronto Press 1935. p.546. 
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ways must increase the transcontinental rate to 
the one and one-third relationship, i.e. to $2.40. 
Neither Vancouver nor intermediate points benefit. 

Because traffic at Vancouver now declines, the 
contribution to overhead is lower and both rates 
may well have to be increased again. 

Should the railway maintain the $2.00 rate at 
Vancouver and hence $2.67 at intermediate points, 
then it is conceded that the intermediate points 
may benefit, but at the expense of railway 
revenues as a whole and at the expense of railway 
customers in general. 

There can be little doubt that the existence of 
the rule inhibits railways from quoting low com- 
petitive rates to the detriment of both the long 
and the short haul shippers. The Turgeon 
Commission recognized this in its Report: 

“(the one and one-third rule) . . . would also 
have a restraining effect on the railways in 
lowering rates to meet sea competition, because 
they will know that they can only obtain rates 
at intermediate points not more than one-third 
above the rate to the sea coast.’’!! 

Any deviation from the practice of giving total 
relief from the long-and-short-haul rule, such as 
the imposition of the one and one-third rule, 
involves the railways in a loss of revenues at 
competitive points as they fear a dissipation of 
them in non-competitive territory. The inter- 
mediate points do not benefit because their rates 
are higher than they could be if the railways were 
allowed to accumulate the long haul competitive 
revenue. 

A further danger arises for coastal points in 
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that once a transcontinental rate has been raised, 
or denied, because of the one and one-third rule, 
and trucking competition then exerts itself at the 
intermediate points, then the one and one-third 
rate at inland points becomes a paper rate while 
terminal points suffer needlessly. 


Competition at Intermediate Points 


The one and one-third rule and the long-and-short- 
haul rule were based on conditions very much 
different from those of today, when, nine years 
after the former rule was enacted, motor carrier 
competition has very largely broken the railway 
monopoly. There can be little real fear in Alberta 
today of railway monopoly as that province is 
near in terms of truck mileage and costs to the 
coastal points of British Columbia and to eastern 
Canada. In this latter respect Alberta holds a 
great advantage over British Columbia where 
rail-truck competition is practically non-existent. 
The only substantial argument against aboli- 
tion of the one and one-third rule is that a railway 
monopoly remains at the intermediate points. 
Even if this were so, then it is unlikely that the 
railways would attempt to abuse their position— 
and, if they did, then motor carriers could and 
would move speedily into the picture in Alberta. 
As early as 1955 Commissioner Turgeon was 
able to note: 
**. . . conditions as they exist today cannot be 
ignored nor the changes that are still taking 
place. Chief among these are: 
1. the growth of highway competition between 
Eastern Canada and all the Western Prov- 


TABLE XXVII 


Ton-MILES AND TOTAL MILEAGE BY For-HIRE TRUCKS BY PROVINCE, 1957 


British Columbia . 
DARK ALCO WAN meine rate are Rt teas oo ean Soe certs ation aie 
INDATILO DA SOR etree teers ere Rare rae ee Mra ak tee nen eee 
NNOV AL OCOLIE Se re ee eine ee eee etna eR eRe 
ING wri runs wick. o.com ee eee eae arte china is teas 
Newfoundland ete ea nce cht pony 0 is he 
Princerhidawara Islands ee as etre She vane aes 


(7000) 

Net Ton Miles Total Mileage 
4,666,800 845,025 
2,085,348 310,544 
1,000,717 197,826 

673,644 138,176 
386,333 713,197 
232,859 45,163 
116,751 24,402 
103,895 33,928 
47,493 12,368 
10,430 5,869 
9,330 2,852 


Source: MoTor TRANSPORT TRAFFIC STATISTICS, National Estimates, 1957. D.B.S., Ottawa. 


UREPORT OF THE RoYAL COMMISSION ON TRANSPORTATION, 1951. op. cir. p.101. 
The Gordon Royal Commission also recognized that the obligation of the one and one-third rule limited the railways’ ability to 
compete. (ROYAL COMMISSION ON CANADA’s Economic ProsPEcTs, FINAL Report. p.272). 
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inces. This has caused the railways to publish 

competitive rates on certain commodities 

where only a short time ago none at all were 

in effect on these movements (e.g. canned 

goods). The one and one-third rule was put 

into effect at a time when it was still possible 

to regard Alberta as a non-competitive area 

in so far as long-haul traffic was concerned. 

I have already said that increased highway 

facilities will tend to increase that 
competition.” !” 

That trucking competition is now a potent 

force in Alberta is to be seen from Table X XVII. 

Table XXVII indicates that Alberta is the 
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third most important trucking province in Canada 
and, leaving aside Ontario and Quebec, which 
provide almost three-fifths of the net ton-miles of 
Canada, Alberta has a dominant position. Alberta 
has 42 per cent of the remaining ton-miles run by 
eight provinces, and of the four western provinces 
fully 48 per cent. 

Alberta is shown to have almost twice as much 
total trucking mileage as British Columbia and 
again this constitutes almost 50 per cent of the 
mileage of the four western provinces. 

These figures are confirmed by Table XXVIII 
which shows the for-hire trucking population by 
province for 1957. Alberta has almost twice as 


TABLE XXVIII 


EIGHT GROUP 
GROSS VEHICLE WEIGHT Atlantic 

TONS Provinces Que. 
i Soael Ole ie eins eaNea ce sei aed vahcnon e'3 L227 1,728 
MQPePUO MM RE ere nee ce isce sing rere 1225 2,274 
USER ZO ieee Aa cree Sends. Hee tee Geo Pe 196 3,851 
Oven25 Gostinc tebe sw ah. . Fikes’ 67 — 
ET OU AUG Were ts ae Lohes cations, Saas eesti: cater te 2,715 7,853 


AVERAGE For-HIrRE TRUCK POPULATION IN CANADA, BY PROVINCE, 1957 (over 714 tons) 


Canada 

Ont. Man. Sask Alta B.C Gross 
2,682 185 135 1,938 664 8,559 
4,653 178 328 3,918 1,464 14,040 
1,795 412 903 1,173 916 9,246 
3,428 305 135 666 UPA 5,328 
12,558 1,080 1,501 7,695 3,771 37,173 


Source: Moror TRANSPORT TRAFFIC STATISTICS, National Estimates, 1957. 


many trucks as British Columbia and three times 
asmany as Manitoba and Saskatchewan combined. 

Table X XIX reveals the pattern of tonnage 
movements in interprovincial for-hire trucking 
operations for 1957. Alberta would seem to be 
well entrenched in interprovincial trucking. The 
greatest amount of tonnage moved between 
Alberta and British Columbia, 166,000 tons, in 


the sample moving from Alberta to British 
Columbia, and 56,000 tons in the reverse direction, 
and much of this traffic is known to be moving 
from and to coastal positions. 

Alberta is well serviced by trucks as compared 
with other western provinces. Analysis of Table 
X XIX shows that Alberta has 40,000 tons mov- 
ing to Ontario and Quebec as against only 8,000 


TABLE XXIX 


For-HIrE INTERPROVINCIAL TRAFFIC BY CANADIAN REGISTERED TRUCKS, 1957, 
ORIGIN AND DESTINATION 


(7000 Tons) 

TO Atlantic Provinces Que. Ont. Man Sask. Alta. B.C. TOTAL 
FROM 

Atlantic ELOVINCES=. ow ae ass uh sole ee — 30 2 — — — — Shy 
ManITODR eee eee er oe hs oth — Pe 50 — 70 17 1 140 
Quehbecketes:, water see WS Ae, hE 32 — 877 5 — 13 — 927 
Saskatehewankensa: Soum demmtrie bo emer — — 1 47 — 13 — 61 
Ontario cag fates: hice TRS set tok eal bekay 3 888 = 63 5 37 9 1,005 
Aber tater sense aie en oat cde le opie eg — s) 31 19 38 a 166 263 
Brivishe© olummblae ce cent sea ies deere co ae — 1 {i oo — 56 — 64 
LOMA eet ee ne rey ees nes 35 930 968 134 113 136 176 2,492 


Source: TRAFFIC STATISTICS, NATIONAL ESTIMATES, 1957, D.B.S. Ottawa. 


12.REPORT OF THE RoYAL COMMISSION ON AGREED CHARGES, OP. CIT. p.44. 


yes a rie 


7 ab Ae: guid ye v4 
> bet apie huni Pet oy A: 
Ow oe sale ie tok At + ah 


4 alae ha ei Reis 


sat Arr ; 


rR hh 
iy Ave 0) 
WENPAHRY 


ts Hy ia Weal wae Wnteay ereae 


msi at “ 


aN, BT itor if ie 


ce re af ie 
A iil 
¥ U * 
Fn nat Ae th j ft; Pi, BSA ND id pa the Sen AA base rere 
pais ad Hii’ 4 ; y : oy Cr dt f ee WB Ate ehh i x tay i ae paints 
‘a Ds MeN } 4 i \ Polk 
Lie RRC Reker tng siieQ iment Yue 
Mh, aly f 


ne } MT ta Hekate 


niet Ae IW, oa sith de 16 ben 


lrciobedead acaba bpileaac 
rn ii* \ 


in oy 
i ‘efi 


{ iyehlew 
' pest 
i 
: \ 
sepplednn tiple vinhiees 


ed nnonrnberie tte eaten oe 


<1) % Ave ei 


es 


Lr vc anseorer sh Le aieehion my 


i 
f 


ay 
; si Reh Lee (i tt 
ng 4p tid Me ashi ere wad, eu tina whi adh on ral 


id 


tons trom British Columbia to these provinces. 
From Ontario and Quebec Alberta received 50,000 
tons in the sample compared with only 10,000 
tons for British Columbia. 

Alberta would seem, therefore, to be in a favour- 
able position in the long haul trucking field, and 
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Alberta trucking, if it has not completely broken 
the rail monopoly, has at least made impressive 
inroads. 

Further analycis of Table X XIX produces the 
following figures: 


TABLE XXX 


For-Hir& INTERPROVINCIAL TRAFFIC BY CANADIAN REGISTERED TRUCKS, 
Four WESTERN PROVINCES, 1957 


(7000 'Tons) 


Total Tonnage 


Tonnage originating Tonnage 


PROVINCE originating and terminating in province terminating in province 
AT Ort aged, tien Auiinee awe trop cases b sue thuss> 399 263 136 
WManitobanewctee wen ube Loot a, of, 275 140 134 
BritisneColumbDians ois tanec cee hen 240 64 176 
Saskatchewant ccs. vs ce pes cece s 174 61 113 


Source: Table XXIX. 


It will be seen that Alberta was the foremost 
province in incoming, outgoing, and, of course, 
total interprovincial traffic. The total tonnage 
ranged from 399,000 tons for Alberta to 174,000 
tons for Saskatchewan. Incoming tonnage was 


almost twice as high for Alberta as it was for the 
next highest province, British Columbia. 
Alberta enjoys considerable benefits, not only 
from the availability of trucking but also in the 
rates paid. Table XX XI shows this to be so. 


TABLE XXXI 


AVERAGE REVENUE PER TON- MILE 
For-Hir&t TRUCKS, BY PROVINCES, 1957 


Intra-provincial 


Intra-Inter & Intl. 


PROVINCE perations Operations combined 

cents cents 
Newfoundland vs., cc 266 eee oe ee ee 17.6 17.6 
BritishiColoumbias ye. 2, TOR Re ee AN, 10.8 9.1 
NewsBrunswickwe. Sena) Serie ae s eee 10.6 10.1 
QUCH OCR ete rea Susteren sie dts ok Licker nianstis 9.5 8.0 
INGVatSCOG AGE ecu hs. serch a gk eos dns See 9.0 8.1 
INF ATI CODA Een cert eee oe a I kag eclecel i ce 8.2 6.6 
Prince Edward Island...................... Wat 7.4 
Ontario ere ee Ae ee Be ee fae 6.8 
Albertaaee tus eter er: er Reese! eee tie eae Tee, 6.3 
Saskatchewan ecm, cis oratya sects ye eit sends 7.0 TA 
DAV CL AO ORI a RR in ire wr ea eR A se AB 8.2 7.3 


Source: Railway Association of Canada, Vol. III, No. 1, Table II. ‘“\TRANSPORTATION ToPIcs.”’ 


It can be seen that the lowest revenue per ton- 
mile was earned by Alberta trucks, thus indicating 
that rates were correspondingly low. On the other 
hand, British Columbia was under a considerable 
handicap in having the highest trucking rates in 
Canada outside the Maritimes, being fully 2.8 
cents higher than those enjoyed by Alberta. 

These tables are sufficient to indicate that 
Alberta has a strong trucking industry which is 
able to give effective competition to railways. 

The case of the shipper receiver at intermediate 
points has been considerably weakened by the 


growth of trucking and opportunities for railway 
discrimination will become fewer and fewer in 
the years to come. Yet these inland points expect 
the railways to give up their opportunities to 
effectively compete at the competitive points and 
the long haul shipper is deprived of low rates. 
Even where there is total absence of trucking 
competition at intermediate points the immense 
growth of competitive secondary and primary 
industry in the prairie provinces, particularly in 
Alberta, has put competitive pressures indirectly 
on railway rates. In self-interest, railwavs (and 
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truckers) will keep rates down in order that east- 
ern and prairie producers may compete. 

In sum, Alberta does not entirely depend on 
railways any more as goods are increasingly being 
trucked into and out of the province, even over 
the very long hauls. Moreover, the province does 
not depend entirely on the east for supplies any 
more as industry has come to Alberta. 


Localities can complain if Rates are 
unjust and unreasonable 


By the one and one-third rule the railways, in 
meeting long haul competition, must reduce inter- 
mediate rates also to not more than one and one- 
third the transcontinental rate, even though they 
were previously considered just and reasonable. 
Against this rule there is no relief, and valuable 
revenues at the long-haul points may well be 
lost as a result. 

There is adequate protection in the Railway 
Act against unreasonableness on the part of the 
companies, protection which is reinforced by per- 
vasive competition, and it is submitted that the 
one and one-third rule is no longer required in the 
legislation. In the event of repeal, the Board of 
Transport Commissioners possesses adequate 
powers to deal with any discrimination which 
may arise. It is difficult to see why the trans- 
continental rates should have been singled out 
from general long hauls where relief is available 
and subjected to rigorous legislation which 
hampers the ability of railways to compete and 
deprives the coastal regions of potentially low 
rates. 

The intermediate points on the transcontinental 
route are not shackled to rail service any more 
and competition from private and public motor 
carriers, together with normal rate regulation and 
prohibitions on unjust discrimination, would be 
sufficient to protect these points in any event. 

The much-quoted General Freight Rates In- 
vestigation has something to say in this regard: 

“The transcontinental rate scale has a very 

definite purpose, and one that should be com- 

mended rather than criticized. While it gives 
rise to some anomalies, nevertheless such are 
not by any means to prevail against the benefits 
of the system as a whole. It is true that some 
localities east of Vancouver are compelled to 
pay on certain commodities transportation rates 
greater than those charged for the long haul; 
but the real issue in that regard is whether the 


1333 CRC 127. 
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charge for the short haul is reasonable and fair. 

The two sets of rates are based on different 

principles, as is well recognized, and are not to 

be judged by the same standard.’’!3 

If the rates to intermediate points are just and 
reasonable in themselves, then the one and one- 
third rule is anomalous in that potentially lower 
rates to competitive points are withheld. Hence, 
in trying to protect intermediate shippers by the 
one and one-third rule the result is that the only 
person to get the protection is the competitor of 
the railways at the terminal points who is thus 
freed from rail competition. 


Extension of the Rule to Agreed Charges 


British Columbia does not favour any extension 
of the one and one-third rule 1o agreed charge 
rates for several reasons, all adequately set forth 
by the Royal Commission on Agreed Charges in 
its Report of 1955. 
“The contention of the Province of Alberta was 
supported by the City of Edmonton, the City 
of Calgary, the Edmonton Chamber of Com- 
merce and the Saskatchewan Federated Co- 
operatives Ltd. 
“The basic contention of these parties would 
appear to be that the Statutes should be 
amended so as to give to the intermediate 
territory, under any agreed charge rates estab- 
lished to meet water competition at the Pacific 
Coast, exactly the same rate treatment it is 
entitled to under Section 337 of the Railway 
Act with respect to transcontinental competitive 
rates. 
“The case thus stated does not take account 
of the essential difference between what are two 
distinct types of rates—competitive rates on 
the one hand and agreed charges on the other. 
It must be borne in mind that a competitive 
rate is open to all shippers who may wish to 
avail themselves of it, without compulsion, and 
in its use shippers are only required to abide by 
the governing tariff provisions. Agreed charges, 
on the other hand, are different in that each one 
constitutes a contract between the railways and 
a shipper or shippers, and those who ship on the 
agreed charges are signatories to a contract 
either directly by the agreed charge or indirectly 
by a fixed charge. Not only must the agreed 
charge shipper observe such conditions as mini- 
mum carload weights, but, most important, he 
must undertake to ship a stated percentage of 
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his traffic by the railway for the duration of the 
contract. It is therefore apparent that the 
application of the one and one-third rule to 
agreed charges in exactly the same manner as 
it now applies to transcontinental competitive 
rates poses fundamental difficulties: 

1. Whereas the agreed charge is restricted to 


certain named shippers, no such restriction 
applies in the case of transcontinental com- 
petitive rates. 


. An attempt to extend the one and one-third 


rule to agreed charges would raise complex 
problems respecting the designation of the 
‘shipper’ which do not arise in the case of 
applying the rule to transcontinental com- 
petitive rates. 


. The extension of agreed charge rates by 


means of the one and one-third rule to an 
unknown number of parties who have not 
undertaken any contractual responsibilities 
would violate the fundamental feature of 
agreed charges.’’!4 


Other views before the Commission were 
reported: 


a 


ee 


ee 


8 


aS. 


"6, 


That the long-and-short-haul principle could 
not logically be extended to apply where a 
competitive rate moves traffic to a more 
distant point and a non-competitive rate 
moves traffic to an intermediate point. 
That the application of the one and one- 
third rule to agreed charges would adversely 
affect British Columbia without any com- 
pensating advantage to Alberta. 

That agreed charges must be the result of 
free agreement and the imposition of arbi- 
trary rules would nullify their advantages 
against carriers not subject to similar 
regulation. 

That it would be unfair to the railways to be 
forced to lower their intermediate rates on a 
particular commodity covered by an agreed 
charge. 

That the transportation factors at an inter- 
mediate point may be entirely different from 
those at a more distant point. 

That conditions may warrant an agreed 
charge to intermediate points at a rate less 
than one and one-third the agreed charge to 
the Pacific Coast.’’!® 


In addition the Counsel for Saskatchewan 
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“The Government of Saskatchewan is not per- 
suaded that the rigid application of the one and 
one-third rule to the agreed charge, with a view 
to establishing a ceiling for rates at intermediate 
points, would be either fair or effective. It 
should be kept in mind that, while the agreed 
charge is a competitive rate in the sense that it 
is used to meet competition, yet it differs 
markedly in one respect from the ordinary 
competitive rate. In the case of the ordinary 
competitive rate, the shipper may avail himself 
of the rate or not as he likes and to the extent 
he wishes. In the case of the agreed charge, the 
shipper agrees, in return for a favourable rate, 
to use the railway as the carrier for a stated 
percentage of the total volume of his shipments 
of the designated commodity. 

“In our opinion it would be manifestly unfair 
to the railway, which has agreed to the low rate 
in order to secure the volume of traffic, to be 
forced to lower its general intermediate rates by 
the application of the one and one-third rule to 
the special rate on a particular commodity 
covered by an agreed charge. It is our opinion, 
therefore, that the general shipper at the inter- 
mediate point should not be able to invoke the 
one and one-third rule automatically in the case 
of a commodity covered by an agreed charge.’’!* 
The Commission’s Report went on to say: 
‘Therefore, it would seem inescapable that the 
Alberta proposal would resolve itself into a 
situation as follows: where agreed charges have 
been negotiated on transcontinental traffic the 
shippers (consignees) in Alberta could apply for 
and be entitled to receive agreed charges to 
intermediate points under the same essential 
conditions but at rates no more than one and 
one-third times the rates on the agreed charge 
applying on transcontinental traffic. This would 
be the case whether or not competition existed 
at the intermediate point (and the meeting of 
competition has always been a compelling factor 
in the making of agreed charges) and whether 
or not the applicant was a party to the trans- 
continental agreed charge. 

“Under conditions that obtain only a few 
years ago it might have been possible to justify 
this extension of the concept of an agreed 
charge. But, conditions as they exist today 
cannot be ignored nor the changes that are still 


stated: taking place... 
isNREPORT OF THE ROYAL COMMISSION ON AGREED CHARGES, Ottawa, 1955. p.39. 
1s[ BID. p.42. 
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“Having regard to the foregoing considera- 
tions, I am of the opinion that the extension of 
the one and one-third rule to agreed charges 
cannot be recommended: firstly, because of the 
difficulties surrounding the practical applica- 
tion of such a measure; secondly, because if it 
were found possible to apply it to certain cases, 
it would on the whole be unproductive of 
substantial benefit to intermediate territories; 
thirdly, because having regard to the present 
unfavourable financial condition of the railways 
and their urgent need for relief, it would be 
unwise, while granting them the measure of 
freedom in the making of agreed charges which 
I recommend, to create at the same time new 
complications which might hamper them con- 
siderably in the exercise of the agreed charge 
practice; and fourthly, because the position of 
intermediate territory is being altered bene- 
ficially and in a substantial manner as a result 
of new competitive conditions of transport and 
of the implementation of the recommendations 
of the Royal Commission on Transportation 
regarding the adjustment of freight rates in the 
western provinces.”’!” 


Summary and Conclusions 


To summarize, the Province of British Columbia 
urges the repeal of the one and one-third rule 
because: 

(a) Low rates to terminal points have been with- 
held and actually raised because of railway 
fear of dissipating revenues at intermediate 
points by reason of the rule; 
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(b) The rule singles out transcontinental traffic 
from all other long haul traffic to which is 
made available the relief provisions of the 
long-and-short-haul rule and hence deprives 
British Columbia of natural geographical 
advantages; 

(c) Rail monopoly at the major intermediate 
points no longer exists, and even if there are 
some areas of monopoly left then other pro- 
visions of the Railway Act give adequate 
protection without having to deprive the 
coastal points of advantageous rates; 

(d) The grounds for complaint by Alberta points, 
which led to the enactment of the rule in 
1951, were narrow, and are even narrower 
today in the light of new competitive condi- 
tions and highway transport facilities to 
intermediate points; 

(e) Any attempt to extend the rule to agreed 
charges would cause concern to British 
Columbia and would not be sound for the 
reasons given by the Royal Commission on 
Agreed Charges; 

(f) Repeal of the rule would not necessarily harm 
intermediate shippers or receivers by reason 
of the railways being then enabled to seek out 
competitive traffic at terminal points. Reten- 
tion of the rule, on the other hand, harms 
shippers and receivers in British Columbia. 

In conclusion it is submitted that Section 337 

(R.S. 1952) of the Railway Act be repealed in 

entirety and thereafter railway rates to inter- 

mediate territory follow the ‘“‘cost of service”’ 
principle expounded elsewhere in this brief. 


16Other strong views regarding the rule and its application to agreed charges are to be found in the TRANSCRIPT OF EVIDENCE: 


STATEMENT BY THE Hon. Doua.as L. CAMPBELL, Premier of Manitoba, to the RoyAL CoMMISSION ON AGREED CHARGES, Winnipeg, 
Oct. 4, 1954. Transcript of Evidence, pp.59-61: 

“Turning now to the question of the one and one-third rule and its extension to agreed charges the Government of Manitoba has, 
with the greatest respect to the recommendations found at page 101 of the 1951 Report of the Turgeon Royal Commission on Trans- 
portation, been and still is opposed to the one and one-third rule in principle, and we are therefore definitely opposed to the extension 
of that rule to agreed charges. 

**,.in our view the long and short haul principle cannot logically be extended to apply where a competitive rate moves traffic 
to a more distant point and a non-competitive rate moves traffic to an intermediate point. Under such circumstances it seems to us 
that there is no comparison of like with like. 

“We in Manitoba have no reason or desire to quarrel with our western brothers in Alberta and if the freight rate structure of 
Canada is unfair to any area, we agree that it should be corrected. We appreciate that it was no doubt this view which motivated 
the recommendation for the adoption of the so-called one and one-third rule. Without being in a position to adduce evidence as to 
the manner in which the application of the so-called one and one-third rule has worked out in practice, we would venture to predict 
that the evidence, when received by your Commission, will reveal that not only has Alberta derived little or no practical benefit 
from Section 337, but that as a result of its enactment British Columbia, Manitoba and the railways have all been adversely affected. 

“Tt is therefore the view of my government that not only should the so-called one and one-third rule not be extended to apply to 
agreed charges, but that Section 337 has no proper or justifiable place in The Railway Act of Canada and should be repealed.”’ 
STATEMENT By His Worsuip May GARNET COULTER, Q.C., Mayor of the City of Winnipeg, to the Royau CoMMISSION ON AGREED 
CHARGES, Winnipeg, Oct. 4, 1954. Transcript of Evidence, p.64: 

‘‘With respect to the so-called one and one-third rule, we confirm our opposition to this rule as expressed on behalf of the City of 
Winnipeg as well as the Province of Manitoba and the Winnipeg Chamber of Commerce, before the Parliamentary Committees in 
November 1951. Since it is still our belief that the so-called one and one-third rule has no proper place in the Canadian railway freight 
rate structure, the City of Winnipeg is opposed to the extension of its application to the agreed charge provisions found in Part IV 
of the Transport Act.”’ 

STATEMENT BY Mr. J. D. WILTON on behalf of Manitoba Federation of Agriculture and Co-operation. Transcript p.99: 

“The position of the I'ederation with respect to the one and one-third rule is simple to state. It considers the one and one-third 
rule to be unsound in principle and undesirable from the point of view of the farming community of this province. Since the Federation 
is opposed in principle to this rule it follows that it does not support the contention that legislation should be introduced to extend 
the application of the one and one-third rule to the making of agreed charges.”’ 

IBID. pp.44,45. 
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Toronto, Ontario, 
Monday , 
March 14, 1960. 


---On commencing at 10.00 a.m, 


THE CHAIRMAN: We will come to order, gentle- 
men. Will the Secretary please read the Order in 
Council? 

THE SECRETARY : The Committee of the Privy 
Council have had before them a report from The Right 
Honourable John G, Diefenbaker, the Prime Minister, 
stating that it is in the national interest that a com- 
prehensive and careful inquiry be made with all reason- 
able despatch into problems relating to railway trans- 
portion in Canada and the possibility of removing or 
alleviating inequities in the freight rates structure. 

The Committee, therefore, on the recommen- 
dation of the Prime Minister, advise that 

Herbert Anscomb, Victoria 

Archibald H, Balch, Ottawa 

Rene Gobeil, Quebec 

Ms As MacPherson, or., Regina 

Howard Mann, Moncton 

Honourable Charles P. McTague, Toronto 

Arnold Platt, Lethbridge 
be appointed Commissioners under Part I of The Inquiries 
Act to inquire into and report upon the problems relating 
to railway transportation in Canada and the causes there- 
of, and to recommend solutions thereto, and in particular 


without restricting the generality of the foregoing, the 
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Commission shall consider and report upon: 

(a) inequities in the freight rate structure, 
their incidence upon the various regions of 
Canada and the legislative and other changes 
that can and should be made, in furtherance 
of national economic policy, to remove or 
alleviate such inequities; 

(b) the obligations and limitations imposed upon 
railways by law for reasons of public policy, 
and what can and should be done to ensure a 
more equitable distribution of any burden 
which may be found to result therefrom; 

(c) the possibilities of achieving more economi- 
cal and efficient railway transportation; 

(d) whether, and to what extent, the Railway 
Act should specify what assets and earnings 
of railway companies in businesses and in 
vestments other than railways should be 
taken into account in establishing freight 
rates; and 

(e) such other related matters as the Commis- 
sioners consider pertinent or relevant to 
the specific or general scope of the 
inguiry. 

The Committee further advise: 

1. That the scope of this Commission shall 
not extend to the performance of functions 
which under the Railway Act are within the 


exclusive jurisdiction of the Board of 
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Transport Commissioners; 
That the Commissioners be authorized to 
exercise all the powers conferred upon them 
~by section 11 of the Inquiries Act, and be 
assisted to the fullest extent by government 
departments and agencies; 
That the Commissioners adopt such procedure 
and methods as they may from time to time deem 
expedient for the proper conduct of the 
inguiry and sit at such times and at such 
places in Canada as they may decide from time 
to time; 
That the Commissioners be authorized to engage 
the services of such counsel, staff and tech- 
nical advisers as they may require at rates of 
remuneration and reimbursement approved by 
the Treasury Board; 
That the Commissioners report to the Governor 
in Council with all reasonable despatch; and 
That the Honourable Charles P. McTague be 
Chairman of the Commission. 
RR. B. Bryce, 
Clerk of the Privy Council. 

I also read, sir, from Privy Council Order 

dated the 22nd of December 1959. 


The Committee of the Privy Council have had 


before them a report from the Prime Minister submitting 


that the Honourable Charles P. McTague has, by reason of 


ill health, asked to be relieved of the responsibilities 
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placed on him as member and chairman of the Royal 
Commission on Transportation to which he was appointed 
by Order in Council P.C. 1959-577 of 13th May, 1959. 

The Committee accordingly advise that Mr. 
McTague's resignation as a member and chairman of 
the said Commission be accepted and that Murdoch Alexander 
MacPherson, Esquire, Q.C., a member of the Commission, 
be chairman thereof. 

Rw B,, Bryee, 


Clerk of the Privy Council. 


THE CHAIRMAN: Gentlemen, I want to present to 
you the members of the Commission. 

On my left is Mr. Balch, who is from Fort Erie 
and from Ottawa, and who has been active in the trade unior 
movement all his life. 

Next is Dr. Gobeil from the City of Quebec, who 
is not a physician or surgeon, but a Pn.D. from the Uni- 
versity of McGill. 

Next is Mr. Anscomb, who for seven years was 
Minister of Finance of the Province of British Columbia, 
and who comes from the City of Victoria, 

There is a vacant seat here, because Mr. Mann, 
who is from the City of Toronto and who is a graduate of 
the University of Toronto in Transportation Economy, and 
who is now Executive Manager of the Maritime Provinces 

ransportation Association, has been snowed up in the east 
ut will be here this afternoon, 

Then, Mr. Platt, who is from Lethbridge, Alberta, 


ho is a Master of Science from the University of Alberta, 
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and who has been an executive officer of many organiza- 
tions in that province, 

Il am from the Province of Saskatchewan, and I 
have lived there for a great many years. 

Now, gentlemen, we have been sitting as a 
Commission in every capital city of this vast country. 

We have heard submissions in every province of Canada, 
and I can assure you that there are many problems in the 
transportation field. Some of these problems are common 
to the provinces, some are peculiar to the provinces, and 
we have a great chore on hand in dealing with all the 
submissions that have been submitted. 

We can only make recommendations. We can 
only do our best, and we can only do that which we feel 
is in the best interests of Canada. 

We realize that emphasis is placed in the Order 
in Council on rail transportation, but we are asked to 
deal with the general transportation policy, and one 
thing we cannot avoid remembering is that efficient rail 
transportation is essential to every part of this coun- 
try. 

Now, we will proceed, please: I think the first 
brief is from the St. Catharines and District Chamber of 
Commerce, 

MR. MAURO; Mr. Chairman, I wonder if those 
who are presenting briefs would supply copies to counsel. 
We have not received copies of any of these briefs. 

THE CHAIRMAN: If ‘there are any available, I 


am sure counsel would like to have them, 
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MR. CLARKE: Mr. Chairman, I believe there 
were sufficient copies sent over at the request of the 


Commission, 


SUBMISSION OF 


ST. CATHARINES AND DISTRICT 
CHAMBER OF COMMERCE 


Appearances: 

Mriurle EBEootlarke Customs and Traffic 
Manager, Hayes Steel, 
Limited, Kerritton, Ont. 

Mr. R. G. Paxton Traffic and Customs 
Manager, Foster Wheeler 
Limited, St. Catharines, 
Ont. 

Mr. Ralph Rawsthorne Managing Secregary, 


St. Catharines and Distric 
Chamber of Commerce 


MR. CLARKE : This brief was prepared at the 
request of The St. Br oeine enna District Chamber of 
Commerce by nine district traffic managers whose firms 
are members of the Chamber. A broad cross-section of 
area industry is represented by these traffic managers 
enabling them to discuss on realistic terms the refer- 
ences given the Royal Commission under P.C. 1959-577. 

Points of national importance have been touched 
on but more attention has been given to the local scene 
where it was felt that the correction of the roots of 
the problems should be the first step. 

Tables have purposely been omitted from this 


prief in an effort to confine the thoughts expressed to 
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basic problems and suggested probable solutions. 
(a) Inequities in the freight rate structure, 

their incidence upon the various regions of 
Canada and the legislative and other changes 
that should be made, in furtherance of 
national economic policy, to remove or 
alleviate such inequities, 

he The most glaring inequity in the freight rate 

structure today is the retention of the statutory rates 

on grain enacted in 1899, known as the Crow's Nest Pass 

Rates. 

23 Recent press reports have made comparisons 

between percentages of freight moving under these rates 

and the percentage of revenue received. In every case 

presented it is evident that these rates do not pay 

their way and consequently the railways must recover from 

other shippers the deficit suffered on grain. 

3% The statement of the Dominion Government that 

the Crow's Nest Pass rates would not be affected by the 

Commission's report does not alter the fact that these 

rates are inequitable and outef-date and an unjust burden 

upon the railways and shippers of freight in general. 

If the national policy demands that the export grain 

rates be subsidized such subsidy should be borne by 

the national treasury and not by the railways whose com- 

petitive position is impaired because they must charge 


more for non-grain traffic. 
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(b) The obligations and limitations imposed 
upon railways by law for reasons of public 
policy and what can be done and should be 
done to ensure a more equitable distribution 
of any burden which may be found to result 
therefrom, 
4. The railways should be allowed more freedom to 
act as a composite transportation medium. When they 
find it more economical to substitute trucks for trains 
they should be permitted to enter the trucking field, 
subject to regulation in the public interests. Similar- 
ly they shojld be permitted to integrate airlines 
and steamships into their operations. They have the 
national and international organizations now to permit 
such a diversified operation which would prove helpful 
to the shipper, fewer pick-up trucks could serve this 
much wider field with less congestion at shipping and 
receiving ramps. 
ae It is an indisputable fact that the railways are 
necessary to the country's needs. From this premise our 
conclusion is that the railways should be allowed to 
round out their operations with the flexibility of 
trucks because they are common carriers committed to 
accepting any and all traffic at any and all times. 
Highway transports are not national common carriers with- 
in the meaning of the Railway Act and as such can refuse 
unprofitable merchandise for carriage, 
5. Industry in general is permitted to enter new 


fields as they see opportunities, restricted only by the 
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initiative and product knowledge of the founders. To” 
restrict the railways by confining them to their own 
flanged wheel would not augur well for their future 

nor the future of our country. 

V3 There is plenty of opportunity in Canada for 

the independent truckers without placing the railways ina 
strait-jacket. 

(c) The possibilities of achieving more 
economical and efficient railway trans- 
portation, 

or The reinstitution of the LCL tracing system 
to compete with truck service where the tracing of a 
shipment either inbound or outbound can successfully 

be done, in contrast to the railways' inability to spot 
the location of a shipment after the first transfer 
point. Such a tracing system should be standardized and 
widely advertised to the shipping public to permit 
uniformity and speed in the operation of such a tracing 
system. 

9. A campaign to improve employee morale, an 
aggressive sales programme at all levels, possibly an 
incentive bonus plan, would tend to produce more 
efficient employees, Filling top operational jobs 
from within the organization rather than from outside 
sources or from universities. 

10. Local agents should canvass to a greater ex-. 


tent and thoroughly inform themslves how the traffic from 


their locality moves. When traffic is lost to other 


eans of transportation we feel that an effort should be 
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made to determine where the railway service has not been 
satisfactory or rates have not been competitive, 

I have a note here, Mr. Chairman, that is not 
included in our brief, but it is a note that we have dis- 
cussed and felt should go in. This is in relationship 
to the agents being able to determine where and why they 
have lost business, For control purposes we do not 
suggest that agents can arbitrarily change a published 
rate to meet published competition, but having been 
notified that a lower published rate is available by 
other means of transport, then the detail of the move 
should be passed to the district office where a guick 
assessment of the rate would not occasion a loss in 
revenues should be made, and authority given to authorize 
the rate for future moves to be confirmed and published 
at a later date. 
ig Instances of damage should be more carefully 
investigated at the local level. At present the 
attitude appears to be to accept claims as though they 
were an uncontrollable factor, in contrast to the 
truckers! very active interest in such claims. It ‘is 
only by investigation at the scene of the damage that 
the reason for and the prevention of future damage can 
be properly assessed, 

Lay There are instances where archaic agreements 
between company and union hamper efficiency. For 
example, some freight agent appointments are controlled 
by the telegraphers although telegraphy has not entered 


into the work for years and has been removed from the 
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orfice; Such agreements deter the appointment of the 
best managerial and sales people. 
13. The installation of two-way radio on switch 
engines should be accelerated to increase the switching 
flexibility and speed. The work performance per crew 
could be greatly increased by this closer contact with 
the yard office or despatcher., 
A ba The continued expansion of the piggy back 
operation to provide the door to door service of the 
trucks. 
(d) Whether, and to what extent, the Railway 

Act should specify what assets and earn- 

ings of railway companies in pusinencea 

and investments other than railways should 

be taken into account in establishing 

freight rates. 
15. In our opinion the earnings of other businesses 
and investments should not be taken into consideration 
when setting rates, 

(e) Such other related matters as the Commis- 

sioners consider pertinent or relevant to 

the specific or general scope of the 

inquiry. 
16. Instances have occurred locally where railway 
car parts and supplies have been shipped to the manu- 
facturer of such parts by truck. In all fairness he 
the railways’ purchasing departments we must assume that 
they do not know of this practice. 


ngs We would recommend, however, that specific 


Bee ~ . ‘i P ; : 
: ; nt < 
¥ : =)". Po" 6 e cae lee U » — 
- a i Sea ee ee Ne ee = a — 
, ‘ 7 “s , Ul ~~ 
: = so a ) te! f . i> 
+ —— 1 
A : ? ' ae 
i» ae 
7 


eens *s 3 
sititw tesdaoo swore. ett enn 


| wosd waata: eid to notansexe beustinoo ed P| sieaas. ; 
| sid Yo eoivase toob ot 100eb edt sbhivorg of woLeweqe’ | 
3 vetowrd | 


I 
iam 
ey! 

| ‘ lt ce 
yewligh ed? .dnedxe Janwod fas. islet Rbiporitye: & hen 


-ase bis eteees tedw yitoegs binode: ded, oo. vial 


~ 


: 
| 
; 
asnesiiend al eslnaqaoo cantina te-agak in-ccebena 7 
Pivedea eyewliss nadt Ks niehe atnoatesval ‘bas 51a, 
gauidatidstes at tayosos ott meadst od ter -anad) 
-aotet trigiott ~ 955) 4 oR 


hia i9ito to agninrse ett, qoinigoe wo al Okt, 


CSE eeer 


bi eaeemaeiens ojat mesisazd ed gon bisone atnomsaovat bas jor * 


) 
— 


-eoter gutdion mendw : tos “a 

| ~eimmo) sit es ayetzam betafeo1 tedto dove (a) soa | ig ; 
o? Jnaveisy to Jaonliasgq tebLanoco arenote 34 sg ae 

eft to sqoos Latsasyg - elttesqe eft 5) Une Eq 7 

ac°, Qalepak sovcw mig ag | “ 

yawilte: oxedw yilsoel berxryose Svs esonstant flee ages jee. : = 


-enem ot of beqqiria mesd svad estiqqua bas atisq 189 


= 


od ageatist Ifa mi) .aowrd ydoedtsq: tous to rewdoar’ | 
tadd sawaas Jeum ow etmomsraged: aatessomg ‘evewtton : 
- 49addos1g ald to womb don ob -yerid 

obtiosgs ate grovere cnemmaows buon 9 me si 

. ali» Ds oa a A fa 


Es 


r ANGUS, STONEHOUSE & CO. LTD. Clarke 7012 


TORONTO. ONTARIO 


instructions be given their sources of supply to ensure 
; that railway services are used, 

‘ 18, If the amount of traffic moving by road trans- 
7 port from this area, on railway business, is any 

; criterion of what may be happening across Canada, then 

: the railways could quite readily pick up additional 


business that is rightfully theirs, 
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For the record, I have a couple of other notes 
I would like to add. 

THE CHAIRMAN: Go ahead. 

MR. CLARKE: This brief was discussed in part 
with the railway people in our area on the occasion of 
the wrious visits. Since pointing out some of the 
shortcomings, we have noticed a considerable improvement 
in the service and a general improvement in the attitude. 
It is our feeling that, if a marked improvement in the 
attitude of a local railway personnel can be achieved 
by pointing out some of the errors in operating methods, 
then this same improvement could be achieved in other 
localities. 

To further round out this statement, we feel 
that railway personnel must get away from the civil 
servant attitude towards their jobs in order to achieve 
the initiative of the non-public-owned methods of trans- 
portation. 

THE CHAIRMAN: Thank you, Mr. Clarke, I take 
it that the Royal Commission may have learned some good 
already in St. Catharines. 


Mr. Cumming. 


‘CROSS-EXAMINATION BY MR, CUMMING: 

Q. I have a few questions, Mr. Chairman. 
Mr. Clarke, in the first paragraph in page 3 of your 
brief you say that in the opinion of your organization 
the Crow's Nest rates are "the most glaring inequity". 
Have you in mind any other inequities in the freight 


rates structure apart from the Crow's Nest rates? 
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A. As far as our locality is concerned, we 
are only on the Canadian National, and that has proved 
a burden on occasions. 

Q. You feel, I take it, that the shippers in 
the area have been paying higher freight rates and a 
higher proportion of the increases because of the ex- 
istence of thos rates? 

Aw ~ Yes. 

Q. And you feel that the shippers in your 
area have taken a great proportion of the postwar 
freight rate increases because of that? 

A. Yes. 

Q@. And you hold that view in spite of the 
fact that in your area perhaps more of the competitive 
modes of transport are available than in other parts of 
Canada? 

A. I do not think we have any more than the 
rest of Canada. 

Q. I suppose it would be fair to say that 
competitive modes of transportation have had the effect 
of holding down rates in your area, at least to some 
extent? 

A. Oh, yes. 

Q. In dealing with this suggestion of yours 
about increasing the use of railroads to act as trans- 
portation media, are there any other specific restric- 
tions that exist at present that you have in mind that 
might be removed in order to facilitate this? 


A. This brief was prepared many months ago, 
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and I notice that since we prepared this the freedom of 
movement has been broadened to some extent, It has 
nothing to do with what we have prepared, but I notice 
that the Canadian National, for instance, are buying 
other forms of transportation and are consequently exer- 
cising what we have suggested, even though we did not 
know at the time that these other modes of transporta- 
tion were being bought. But the idea here is that 

the whole of the transport system -- for instance, we 
may ship from St. Catharines to the West and we may wish 
be ship by air. At the present time we deliver it to 
an express office that will get it to Toronto. The 
thought behind our freedom of movement is that the 
trucks from the Canadian National Railways or from the 
air line come into our yard to make a pick-up rather 
than have us deliver. So the thing is to coordinate it 
from our door to the customer's door with maybe three 
different modes of transportation being involved in that 
one move, with only one truck coming in to make the 
pick-up. That is our thought in coordinating the modes 
of transportation, 

Q. I appreciate that. What I had in mind 
was whether or not you were concerned about any existing 
restrictions that limit the progress along the lines 
that you suggest. 

A. Is the railway free to change a non- 
profitable service or line without going to the Board? 

Q. That is what you have in mind -- questions 


of abandonment and things of that sort? 
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“ ANGUS, STONEHOUSE & CO. LTD. Clarke, cr-ex 7016 
TORONTO, ONTARIO 
(Cumming ) 


A. Yes. 

Q. I see, Well, when you suggest that the 
railways should be active in the operation of trucks, 
is it your Association's view that the rates charged 
by those trucks should be subject to regulation the same 
way that the railways are? 

A. No. We have opposed the regulation of 
‘truckers up to the present time. There has to be some 
control, particularly if it is going to be a public- 
owned mode of transportation, but the regulation of 
rates is one we have opposed up to the present time. 

Q. When you say there should be some control, 
perhaps you could assist the Commission by telling them 
what form of control you think there should be. I take 
it you would eliminate rates as a matter for control. 
How far should the control exvend?. 

A. That is a very broad question. It has 
been the subject of quite a debate previously. But, 
while we would like to have freedom of rates, yet that 
can become a very serious thing if thereis not some 
restriction on rates by competition -- perhaps that is 
the best way of restraining rates. We are not in 
favour of control or of a regulatory body controlling 
rates. yet we do not want to see the control. 

Perhaps I have not answered the question. 

Q. I might suggest this to you. Would you 
be content to see a requirement that rates be published, 
but no necessity or no power for a regulatory tribunal 


to fix the rates? 
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“ ANGUS, STONEHOUSE & CO. LTD. Clarke, cr-ex 7017 
TORONTO, ONTARIO (Cc ing ) 


A. I think they should be published, but 
there should be at the same time the ability to give a 
rate that is a competitive rate that is already published|, 
I can cite an example of that at the moment, if I may. 

We bring in a certain commodity from the 
United States. We bring it in from the United States 
because it is a type of steel that is only produced 
in Pennsylvania. The rail rate at the present time 
is 75 cents a hundredweight. The published truck rate 
by the Niagara Frontier Tariff Bureau is 66 cents -- a 
nine-cent differential. 

Now, I have asked that the railways give us a 
rate that is equal to the truck rate. At 9 cents a 
hundredweight,we cannot afford to pay that, so the usual 
procedure has to be followed. I realize there has to 
be some kind of procedure. One might say, "I have been 
offered a rate of 66 cents and you are charging 75 cents. 
Why don't you give me the 66-cent rate, and you can have 
the business." We realize that cannot be done. This 
is a published rate. It has been published for a year 
or two. In order for the railways to give that rate 
to our company, I have had several calls from the Hamil- 
ton district office and from the local agent, but I want 
to know, for instance, how much tonnage is going to move 
and what is the minimum, and other factors. These, I 
realize, are necessary things, if a published rate does 
not exist. Where the rate is published and is in 
existence I feel that that information really is not 


of too much concern, If the railways want the 
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~ ANGUS. STONEHOUSE & CO. LTD. Clarke, er-ex 7018 
TORONTO. ONTARIO 
(Cumming ) 


business they must meet that 66-cent rate. My company 
cannot afford to pay the 9-cent differential no matter 
how much we may wish to support the railways. 

Q. breeewontYou i at in paragraph 8 to 
the proposal to reinstitute the lel tracing system, 
Have you had any discussion with the railway people about 
that subject? 

A. As an expediter of inward movements, yes - 
quite considerable. 

Q. What sort of reaction have you had to the 
suggestion that the lcl tracing system be reinstituted? 

A. That it is too costly. The staff they 
require to provide a proper lcl tracing system has been 
discontinued over the years because of the cost factor, 
and yet we cannot operate unless we know when and where 
our material is going to reach our plant. Unfortunately, 
being a parts manufacturer, we are governed by the re=- 
quests and requirements of our customers, the automobile 
makers. Most industry is the same. I take the 
automobile parts industry because I am very familiar 
with it, but other industries must know when and where 
their freight is going to arrive, and it is actually 
possible to do that with lcl rail movements, because 
there are no transfer points, no transfer of records, 
as I understand it, at the present time. This idea is 
another thing, because as truckers, in ninety-nine 
eases out of a hundred you can get the answer as to 
where the material is and when it is to be handled. 


Q. Is this a serious problem? Does it 


iets en ear 


-ieiaelibatacainiet 
ot sintitaiaen te 
-meseya gitosid lol edd etutiven ogotq To 
| tuods efqoeg yawitst oct déiw sotnenveth seme € 
, dla: tat: hee Seootdue sect T 
: aey ,adnemevom buewnt to tetibeqxe ns cA oA (aeetiny i | 
| .eldaebtenes ettep — are 


edt od Der voy sys motsgoset to txuoe tedW =. 8!) 8 


| *hetustdante: od meteve gatosts Lol ont tend nolsasggue 


qedd Viste emf  .yfteco ood et sh dant. Wd 


' geod 26h sue gatlossg fof stegotqg s ebiverg od erivpet te _ 
| gleotoest taco sAit Yo aapesed azssy edt revo beuatdinooalb a 
| sistiw bas aeiw worm ew sesiny stersqo tJonnss ew vey bas _ i 
fletensstr0%U .tnslgq re figses oF gatog si [siliressem avo | tr | 


~3u ond yd bemrevoyn ots Sw ,.1Stus°B IvaSsm Bedisq s gntod lat 


siidomotjus sit ,aremodens a0 Yo etnonsitupex bas esvaeeyp lor 
eit s¥et I .emea oct et yxtevbnt staoM  /.atevem Tos 


usilimat yxev ms I easgoed yistaubal estreq eitdomojus - ts 


| 
| 


exoiw bas aetw woud deum settdaubat weddo sud «tl dAsiw 


yilfsusos ef tl. bas ,.eviais of gatog al digtet? azled? 


,abteos% to istensid on .etatoeq ystenest on e18 stent 


gs 
es 
caunoed adnomevom Iter fol dttw tad? ob oF efdtaacq | a¢ 
CAN 
os 


el sobt ebaT .satd taseerq edd ts) ytk bastetebaw-Iies = | 
onin-yseoaka al ~a19douT? a8 sensoed» qagaias er | eo Nad 

od 28 T9Waas end Jey nso voy betbnwd B to. duo | fe S| | 
.beLbasd - nea 


tt e200 | 1 OEY Fe _ 


oe ad | S 


a" > 2 
—— “ 


* ANGUS, STONEHOUSE & CO. LTD. Clarke, er-ex 7TO19 
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come up a os in your experience? 

A. Yes: 

Q. In paragraph 9 you make certain other sug 
gestions for improvements, Mr. Clarke. You talk about 
a campaign to improve employee morale, Is there any- 
thing you can tell the Commission as to what is wrong 
with railway employee morale? 

A. I do not know just quite how to say it, 
sir. The morale of the railway people that we deal 
with 1s generally one of, "It's a lost cause, and what 
ean be done about it?" With an attitude such as that, 
I do not think that the people can go out and secure 
business and find out what is wrong with the business 
they have lost when they are subjected -- I won't say 
"subjected to” -- but when they have that feeling that 
whatever they do is of no avail. 

We all realize the tremendous number of people 
who are concerned with the railway system and it is a 
difficult job, but we have noticed inour area that there 
is a sort of "don't give a damn" attitude, which is not 
good for business, and rail business in particular. 

That is vie necessarily the case, but it has been our 
Opinion, and it has been discussed quite thoroughly 
because, while it may affect some of our local people, 
we have talked this thing over with railway personnel, 
and I am happy to say that there has been a change. 

We do not take the credit for this change just because 
we have suggested it, but rather having pointed out some 


of the difficulties and the fact that the railway is so 
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big that it is very difficult to control. An individual 
worker such as a rate clerk has not much power and effect 
I know that he cannot have total control over the rates 
he is quoting, but some change in attitude to me and to 
us seems to be necessary if the railways are to be as 
aggressive as other modes of transportation, and par- 
ticularly the truckers, 

Q. Your observation has been that there has 
been some improvement, at least in your area, on this 
question of morale? 

A. yes, 

Q. Just so the railways may have the benefit 
of your thought application in the question perhaps you 
could tell us what you think is the real cause of this 
attitude of which you complain? 

| A. No, I do not feel prepared or able to tell 
you the cause of it. 

Q. It is just something you have noticed? 

A, It is something we have noticed, and the 
reasons I am afraid we have not determined. 

Q. You make reference to the question of 
claims in paragraph 11. Is that part of the same picture 
of morale? 

A. Yes, it is part and parcel. 

Q. Is your complaint one of delays in settle- 
ments in the matter of claims? 

A. No, it is not. It is just the reverse, 
It 1s a case that we feel we have not made enough of an 


effort to find out why the damage or the loss occurred. 
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We have had fairly good results from the payment of 
claims. 

Q. Are you suggesting that the railways pay 
their claims too quickly? 

A. yes. I say that very quickly and in 
general terms. There have been instances where we have 
had quite long discussions with the railways on the 
question of claims, and there has been a difference of 
ben de on who is responsible. That has been a rare 
instance. Generally speaking, the railway will say, 
"Give us your claim and we will pay it," just about 
as promptly as that. 

Q. Your criticism is that there has not been 
a follow-up on the case and that sort of thing? 


A”, Yes. 
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Q. In paragraph 15 you state that the 
opinion of your organization is that other assets and 
earnings of the railway companies in non-rail enter- 
prises should not be taken into consideration for rate- 
making purposes. Would you be good enough to teil the 
Commission, elaborate on this and tell us why you are 
of that opinion? 

| Ay Well, I am not a financial man and we 

don't have members in our group who are financial people, 
and therefore we are rather limited inqr ability to 
state the reasons why we feel that this is so, other than 
to say that if a loss occasioned by the Consolidated 
Mining and Smelting, as an example, were to be paid for 
out of the rail rate and revenue, then it would affect 
the rail structure if the railways were to support an 
enterprise belonging to them out of the revenue of the 
railway. 

Similarly, if the same company were to have 
exceedingly healthy profits and those profits were 
used to help defray the losses of the railway, again 
that does not reflect the true state of the rates. Rates 
we feel, should stand on their own merits,on the railway 
alone. 

Q. In your last two paragraphs on page 5 
you deal with this point of the shipping of railway parts 
which you say in some instances are shipped by truck 
and which ene say should, in every case, be shipped by 
rail; Would you stay with that suggestion even though 


in instances the truck movement may be the cheaper one 
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even from the railway's point of view. 

A, Well, where the railway materials are 
moved on company service, we say the railways should hav 
it regardless. 

MR, CUMMING: Thank you, Mr. Clarke. That 
is all. 


THE CHAIRMAN: Mr. Hume. 


CROSS-EXAMINATION BY MR. HUME; 

Q. Mr. Clarke, I will identify myself. a 
represent Canadian Trucking Associations, and just having 
seen your brief for the first time a few minutes ago, 
may I just understand something for my own purposes. 

Is the St. Catharines and District Chamber 
of Commerce one Chamber of Commerce or is this a brief 
submitted by a group of chambers of commerce in your 
district? 

As No, it is one chamber of commerce, 

Q. And again I am sorry, I got your name but 
not your position. What is your position with the 
Chamber of Commerce? 

A. I amrot with the Chamber of Commerce; I 
am with Hayes Steel Products. 

Q. And you are a member ot the Chamber of 
Commerce and I suppose were one of the nine of the 
district ney PIN managers who assisted in the preparatio 
of this brief. I thought you were responsible for the 
preparation of this as you were reading it. 

A. Not one hundred per cent, no. We met 


in committee and discussed these points. 
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Q. I take it, Mr. Clarke, that your company, 
the Hayes Steel Puedveteseia largely a railway user 
rather than a truck user in respect of incoming shipmentsp 

A. No, it is the reverse, 

Q. May I deal with three points in your 
brief, sir, The first one is with respect to para- 
graphs 4 to 7, where you are discussing y ur theory that 
the railways should have more freedom, you say, should 
be permitted to enter the trucking field, subject to 
regulation in the public interest, May I ask you what 
you mean by that? It is paragraph 4, the. second 
sentence, 

A. I am sorry, would you repeat your question 

Q. You make the point, as I understand your 
brief, that if the railways find it more economical to 
substitute trucks for trains they should be permitted 
to enter the trucking field, subject to regulation in 
the public interests. I am just interested in what you 
mean by that. 

A. There again that is rather a broad state- 
ment, but if the railways were to substitute trucks for 
some of their unprofitable rail lines they wouldn't have 
the holus-bolus free hand at establishing rates. There 
has to be some control, but we don't appreciate the 
fact of regulating truck rates, and in the public inter- 
est you cannot have a truck line that is owned by the 
railway quoting any and all kinds of rates, You must 
protect the trucking industry, which is of national im- 


portance as well. 
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Q. I think you have said already to my friend 
Mr. Cumming that you don't want regulation of truck rates, 
Would you require the railway-owned truck lines to be 
regulated in relation to their rates and the independent 


truck lines not so regulated? 


Q. Perhaps I have misunderstood, 

A. yes, I think you have, It is our though 
that the railway-owned truck line should have the same 
privileges and advantages as privately-owned truck lines 
but would not be governed by the Board of Transport 
Commissioners as the railways are. 

Q. Is it your suggestion that there ought to 
be some regulation in the public interest with relation 
to rates? 

A. Rates and safety. 

Q. Well, any user of the highway is subject 
to the normal safety regulations under the Highway 
Traffic Act in this province. Is that not so? 

Ad Yes, 

Q. Is that what you mean by your suggestion 
that there ought to be some regulation in the public 
interest? I am just trying to get at what you are 
trying to say to the Commission with respect to rail 
entry into the trucking field. What do you say about 
regulation subject to the public interest? 

A. Only that they don't have a free hand, an 
altogether free hand; in other words, some control. 


Q. Would you think that some regulation which 
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would prevent them from eliminating the independent 
truck line would be the kind of regulation you have in 
Shas | 

A. No, 

Q. You wouldn't go that far? 

A. No. 

Qe Just some regulation so that they would 
not have a free hand? 

A. Actually that paragraph could have been 
left out. Again all I want to do is state that the 
railway-owned truck lines should oe have an absolutely 
free hand in relation to rates or anything else. In 
other words, most of these things are already controlled 

Q. But the fact it was there you will appre- 
clate was of interest to me, 

You make the point in paragrph 7, and I think 
you may have partially answered it to my friend. You 
use the word "strait-jacket". May I suggest to you 
that the railway is in the same position as anyone else 
in wanting to enter the trucking industry in this pro- 
vince? 

A. It is pretty well across Canada, 

Q. If I may refer to my friend Mr. Frawley 
where they don't have the public convenience rule. But 
if anybody wants to establish a trucking line they must 
establish before the Board that there is need for that 
service. At the railways in your opinion any different 
in that regard? 


A. I believe so, in that if there is a line 
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operating between two rather remote localities, com- 
munities, the expense of maintaining that rail line 

may not warrant the traffic moving over it, and a 

truck line between these two communities could operate 
more efficiently and probably provide a better service. 
So that is why we feel that the railways should be able 
to place a trucking service on that route rather than 

to continue to maintain the outmoded inefficient railway 
route. 

Qe Would your view change if there were 
already adequate public highway service between those two 
points? 

A. No, I don't’ think so. I think if there 
is a road between the two communities I don't see why 
the railway should be restricted from using it. 

Q. On those same publicly-owned roads, would 
you agree that with the present system of requiring any- 
body, railways or anybody else, if they wanted to estab- 
lish a service to the satisfaction of some tribunal that 
it is necessary, that service should continue? 

AY yes. 

Q. In your paragraph 5, Mr. Clarke, you quali 
your last sentence by saying: "Highway transports are 
not national common carriers within the meaning of the 
Railway Act. ..". You are not suggesting that a 
highway operator is not a Wiles tarFiex as to the rates 
he sets? 

A. I am not too certain on the law as it 


stands, and I only know that in many instances certain 
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types of rates have made it so unprofitable because of 
the cost factor. 

Q. In other words, there are certain goods 
which are not economic to carry. I take it that you 
are not suggesting that truck operations generally are 
not common carriers and that they must accept the freight 
handed to them within their capacity, and if they fail 
to do so and a complaint is made their licences in most 
provinces are ravinwed: Do you eae anything about 
that? 

A. NO. 1, Gone. 

Q. Have you known of any instances where the 
freight has been turned down? 

A. It hasn't been turned down. 

Q. In paragraph 16 a: I think again you 
probably answered the question to my friend Mr. Cumming, 
but do I understand your answer that if a shipper in 
his free choice of shipping decides that it is better 
by either service or flexibility or cost to ship by 
truck, if it is going into a railway carriage it has 
got to go by rail? Is that what is implied in paragraph 
16? 

A. That is right. 

MR. HUME: Thank you. 

THE CHAIRMAN: Mr. Ferriss? 

MR, FERRISS: Thank you, Mr. Chairman. I 
have no questions at this time, although I must say we 
have not been favoured with a copy of the brief, and 


we trust one will be produced in due course. 
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THE CHAIRMAN: You are appearing for whom? 

MR. FERRISS: Southwestern Ontario, 

MR. HUME: Mr. Chairman, may I interrupt to 
Suggest respectfully the way of solving this problem 
that we met with through western Canada. You will 
remember on the Road Commission ten years ago when you 
were acting as counsel we had the same problem. 

MR. SINCLAIR: We had worse problems in 
Saskatchewan, 

MR. HUME: Mr. Clarke said that the required 
number of copies were sent, and that is correct; he 
sent the twenty-five copies required for the use of the 
Commission, but that doesn't include the fringe people, 
and I am hoping, with the busy time ahead of us in 
Ottawa, that when a brief is submitted to the Commission 
there may be some way -- and I would be glad to undertake 
part of the cost of this -- that if these people would 
acknowledge the twenty-five copies and then be sent a 
list and asked could these be sent to the other people, 
and in this way we would have an opportunity of looking 
at the briefs ahead of time. A brief is handed to us 
at the last minute and we don't have a chance to study 
it, and I am afraid unnecessary time is wasted while 
counsel fumbles around trying to protect his client's 
interests, and if it was understood there are other 
people interested it would greatly facilitate matters. 
Thank you, 

THE CHAIRMAN: What you are trying to do is 


put all counsel in the position you are referring to now 
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so that we will have the most intelligent form of cross- 
examination. 


Mr. Mauro? 


CROSS-EXAMINATION BY MR. MAURO: 


Q. Mr. Clarke, my name is Mauro, and I 
represent the Province of Manitoba, 

On page 3, paragraph 1 of your submission, 
Mr. Clarke, you tell us that in the opinion of your 
Association the most glaring inequity in the freight 
rates structure is the retention of the statutory 
rates on grain, and in the preamble on page 2 you 
advise the Comm aB Lon that tables have purposely been 
omitted from this brief in an effort to confine the 
thoughts expressed to basic problems and suggested 
solutions. So I assume that the approach of your 
organization to this matter of transportation generally 
and your comments with regard to the statutory rates on 
grain are to be treated as basic problems and basic 
principles, and in the opinion of your Association the 
present rates on grain are basically inequitable; is 
that correct? 

A. Yes. 

Q. And I assume that, from your reference to 
recent press reports, your Association has come to this 
eonelusion because they have read that revenues have 
not met cost; is that correct? 

A. That is, correct. 

Q. So your Association takes the position 


that all rates should meet fully distributed costs; is 
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A. No. 

Q. What is the position of your Association? 

A. Well, that is rather a long and lengthy 
question to ask. Can you put it in specific terms for 
me? 

Q. yes, I will put it in specific terms for 
you. Are you aware that the railroads in their appli- 
cation in conjunction with the statutory rates on grain 
are asking for fully distributed costs? 

MR, SINCLAIR: I think my friend should be 
fair to the witness and tell him the reason for that is 
a fair contribution over variable cost. 

MR. MAURO: Oh, my friend eo going to have 
an opportunity to cross-examine. 

THE CHAIRMAN; I think the question is in 


order if the witness understands it. 
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Q.. Mr. Clarke, there is no doubt in your 
mind as to what I refer to when I refer to fully dis- 
tributed as opposed to variable costs? 

MR. SINCLAIR: If Mr. Mauro is going to 
state facts he should state them accurately. 

THE CHAIRMAN: I suggest that if the witness 
understands the question then he should answer it. 

MR. MAURO: Q. Do you understand the 
question, MR. Clarke? 

A. Yes. In other words, if grain is going 
to move, the railiways' intention is that the cost of the 
movement should be borne by the shipper; is that it? 

Q. No, as a matter of fact it is not. af 
think since you refer to press reports and a certain 
press has been very full of what the railways have been 
demanding -- you know the grain shippers have not put in 
their case yet -- the railways are suggesting that grain 
should pay in its out-of-pocket expenses plus a specified 
contribution to overhiead and revenue to fully distributed 
eosts, fully distributed costs. That is what the 
railways are asking for in accordance with the movement 
of grain. I wondered whether your Association was 
supporting it, and I take it from your submission to 
this Commission that the St. Catharines Chamber of 
Commerce was supporting the railways' position. Per- 
haps I am incorrect in that. Are you supporting the 
railways' position? 

A. Not one hundred per cent. 


Q. Well, tell us the per cent. 
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A. Well, I do not think I can give you any 
percentage, but I will give you what our thoughts are. 

If the growers of wheat in the west are going to compete 
with the export market then it should not be at the 
railways' expense, Now, we realize that in order to mee 
an export market the western provinces apparently cannot 
grow grain at a rate or at a cost that would provide an 
export market opportunity, so they have had eee weneets 
of the Crow's Nest rates, as I understand it, for some 
years ses order to get their grain to a port of shipment. 
Now, we realize they may have difficulties in meeting 
competitive grain prices in other countries or the 
countries of import so that in order to not have any 
oppression on the western farmer we suggest that the 
railways not be bogged down with the cost of gathering 
this grain to port but that some cost come out of the 
national treasury. 

I know it is taking it out of one pocket in- 
stead of another, but it sail the railways on a more 
straightforward accounting basis than they are at the 
present time with the export grain rates as they are, 

Q. In the degree of cost, you in your business 
understand that there is a fairly wide margin between, for 
instance -- we use the term out-of-pocket costs and the 
full distributed costs, and one can have costs and one 
can have costs, and what is the cost that your associa- 
tion suggests should be borne by the grain shipper? 
Should it be this fully distributed cost? 


MR, SINCLAIR; Grain shipper? 
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As I do not know what a fully distributed 
cost is. If you were to explain that very briefly --- 

Q. Well, your fully distributed costs are 
total cost including contribution, interest on the bonds, 
all costs associated and properly allocatable to that 
movement, 

A. Every other business is subjected to thse 
fully distributed costs, 

Q. Right. So your Association would say 
that the grain should bear these fully distributed costs; 
is that corredt? 

A. May I confer one moment? 

Q. Yes, surely. 

A. we have not made a study of this. We hav 
taken a lot of this from the press and we met with the 
railways and feel that some rates are increased by the 
fact that they have to pay for the grain rates, 

Qo So, from what you have read in the press 
and what the railways have told yeu you have come to the 
conclusion that the present grain rates are resulting 
in this burden because you told us you talked to the 
railways about it? 

A. Yes, 

Q So that you say, and I think you and I will 
agree, that certainly this at least is your position, 
that if in fact grain rates are not bearing their proper 
cost they might result in a burden on other shippers? 

A. That is true, 


Q. And whether or not we agree on fully 
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distributed or variable costs as being applicable, your 
association certainly would say grain should be treated 
the same as other movements of freight; is that correct? 

A. Yes. 

Qh. And if this Commission were to come to 
the conclusion, for the sake of discussion, that grain 
should bear fully distributed costs, total costs, then 
your Association would say on the basis of the principle 
of equity that other freight movements should bear the 
same cost, that the specific movement should bear what 
it costs to move the particular commodity? 

A. I think so, yes. 

Q. And you would apply that principle to 
agreed charges, would you not? 

A. No. 

Q. You would not apply it to agreed charges? 

A. No. 

Qo Oh » ol psees 

MR, SINCLAIR: Let him finish. 

MR, MAURO: Q. I will let him finish com- 
pletely. 

| A. Agreed charges are for a specific type of 
movement and in order for railways to have that business 
from either steamships or trucks, they have to give 
something. Now, you cannot say, I do not think, the 
same thing about grain. | 

Q. You feel they do not have to give any rat 
on grain because it is captive, they do not have to get 


it back from steamships or trucks? 
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A. The trucks would not take it, 

Q. Mr. Hume has something to say about that. 
The distinction that the St. Catharines Chamber of Com- 
merce sees in the movement of grain and under agreed 
charges is that the railways have to give the agreed 
charges, that they also have to win back the business 
from truckers or steamships but in the case of grain 
they do not have to win that back from anybody? 

A. I think it would be advantageous for the 
railways to give an agreed charge for their grain, 

MR. SINCLAIR: So do I. 

MR. MAURO: Q. And if there was an agreed 
charge on grain -- that is very kind -- and if it was 
giventhen your Association says it does not have to be 
fully distributed costs because they should not apply on 
agreed charges? 

A. I am wt going to answer the question on 
fully distributed costs or whatever costs you say because 
I do not know what I am talking about until I see the 
figures in front of me as to what they are, They are 
general terms and I am not prepared to answer. 

Q. Strike them from your mind. Whatever 
costs are decided on as being applicable to grain because 
this brief was based on basic principles; you told us in 
the preamble there!were not going to be any tables or 
statistics. The basic principle is that the same type 
of costs that are applicable to grain should in equity be 
applied to other movements, and I think you told me that 


would be your position? 
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A. Yes. 

Q. My next question is including movement of 
commodities under agreed charges? 

A. Yes. 

Q. And you would agree that the same prin- 
ciples should apply as to costs regardless of fully 
distributed or variable? 

A. Yes. 

Q. And the same principles shouold apply to 
competitive rates, the same principles as to costs? 

For instance, Mr. Clarke, from the Waybill Analysis we 
see that there is a movement of steel from eastern 

Canada to the maritimes and the revenue per car on that 
movement is $170 for 810 miles. Under the Crow's Nest 
Pass rates on movement of grain for 810 miles the revenue 
per car was $220. If there was going to be an investi- 
gation of grain rates, the St. Catharines Chamber of 
Commerce, because its brief is based .on principle and 
equity, would say to this Commission, "We want you to 
look into them all, we want you to look into the whole 
rate structure in eeagteea end if you find that grain is 
the evil then correct it, and if you find that there are 
other weak points, correct them," That is your positions 

MR. SINCLAIR: What is the question? 

THE CHAIRMAN; Ask him that question, 

MR. SINCLAIR: That is a speech. 

MR, MAURO: Well, it is a good one. 

MR. SINCLAIR: A very poor one, 
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to steel from eastern Canada to the maritimes. 

MR, SINCLAIR: How many cars? 

MR. MAUROs Q. Say there is one? 

A. Montreal to Halifax. 

Q. Eastern region to the maritimes. You 
would, on the basis of equity say that these rates should 
also be examined to see whether or not they were paying 
their proper costs in the rate structure? 

A. Yes, that is quite true. I think in com- 
paring the commodity shipped one must take that into 
consideration. 

Q. And if they, are low they should be raised 
regardless of whether it is steel or grain? 

A. Well, no, there is a difference in the 
handling of the two products. 

Q. Now, as to this matter of equity, you 
would say, I suggest, that this Commission should also look 
into the situation as to ae rates under what have become 
known as transcontinental rates between various parts of 
Canada from, for instance,Toronto to Vancouver and from 
Winnipeg to Vancouver and try to come up with an equitabl 
principle as to the rate structure covering the movement 
of commodities between those various areas. 

For instance, would you feel that the shipment 
of canned goos from Toronte to Vancouver at a rate of 
$1.80 per 100 pounds, 60,000 minimum, and the shipment 
of canned goods from Winnipeg to Vancouver at $1.95 a 
hundred pounds, the same minimum weight, that the move- 


ment from Vancouver to Toronto is 1,208 miles further -- 


do you think that is an equitable thing? 
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A. We are not interested in that aspect. 


However, we have such a terrific competition from the 
State of Washington that we didn't have that rate --Ia 


not too familiar with them, and I am not particularly 


_interested in them. On general principle we would not 


sell to Vancouver if we didn't have that rate. 

Q. But the Winnipeg grower of the foods that 
go into the cans in Winnipeg faces similar competition, 
and it would seem, wouldn't it, that there is something 
wrong witn tne rate structure that charges the Winnipeg 
eanned goods man 15 cents per 100 pounds more for going 
1208 miles less? 

A. It seems quite reasonable that there is 
something wrong with that rate, yes. 

Q. So that, really, there are a number of 
items that may be grouped under inequities in the present 
rate structure that the St. Catharines Chamber of Com- 
merce, had they had an opportunity to fully go into it, 
would want to have examined on the basis of justice and 
equity? 

A. 2S 

Q . Does your Association take any position 
on tolls on the Welland Canal? 

BPs Well, there again, my own company is not 
particularly affected by the tolls on the Welland Canal. 
Therefore, we haven't too much to say, other than the 
fact that somebody has got to pay for the canal, and to 
the shippers of bulk movement it must be a hardship. 


But, we can't get everything for free, 
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Q. Oh, no. The portion that the tolls on 
the Welland Canal are paying for is the deepening of the 
Welland, isn't it? 

A. That is right. 

Q. But your company and the St. Catharines 
Chamber of Commerce have taken no position on this 
matter? 

A. No, we haven't put anything into our brief. 
Some of our member companies have objected to the tolls 
== people who are volume shippers. 

Qe Just so that this position of your 
Association is completely clarified I take it that the 
general approach is that from the viewpoint of the 
shipper in Canada this Royal Commission should investi- 
gate and assess whether or not various movements which 
result in deficits to the carriers, because in the opinion 
of your Association these deficits have to be borne by 
other freight shippers? 

A. That is the present situation. 

Q. Would you apply that to such movements 
as passenger services also? 

A. Yes, 

Q. And branch line operations? 

A. In all fairness, yes. 

Q. Commuter services? 

A. I am not familiar enough with them, 

Q. Well, I am trying to deal with it as a 
principle that if, in fact, there are deficits on these 


other services, they too must be borne by the other 
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freight shippers? 

A. When you are getting at commuter services, 
you are not bringing freight into the picture, I think 
we should leave that out. 

Q. But if the railways lose on the commuter 
services, who pays for it? 

A. The railways pay for it. 

Q. The freight shipper pays for it? 

A. If the overall picture of freight is 
governed by the total railway revenue, which I suggest 
it should be, then === 

Q. Well, it is. 

A. That is right. 

Q. I have one other matter to deal with, Mr. 
Clarke, and that is this matter of other assets. On 
page 5 of your submission, paragraph 15, you say, "In 
our opinion the earnings of other businesses and invest- 
ments should not be taken into consideration when setting 
rates." would you take the same position in regard to 
other transportation agencies that the railways operate? 
What about the C.P.R. and Smith Transport -- the trucking 
companies? 

A. Are they not one and the same thing? 

Q. No. I thought perhaps the St.Catharines 
Chamber of Commerce was not familiar with the present 
situation, The Canadian Pacific Railway bought out 
what was considered to be one of the largest single 
trucking companies in Canada -- Smith Transport. However, 


the revenues, costs, of Smith Transport are not taken int 
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consideration under their present classification of 
accounts? 

MR, SINCLAIR: I think you should tell the 
witness that it is because the Board has not deemed them 
to be part of rail transport. 

MR. MAURO: Right. 

MR. SINCLAIR: And they can, and my friend 
has never made an application to bring them in, 

MR, MAURO: No. This Commission is looking 
into that. That is why the Governor in Council set 
it out in the terms of reference, 

MR, SINCLAIR: Well, if we are going to argue 
the interpretation of a clause --- 

THE CHAIRMAN: For the record, under classifi- 
cation of accounts, any profits allotted are not attri- 
buted to rail, and your question was, whether or not the 
witness thinks they should be? 

MR, MAURO: I wanted to get the exact opinion 
of the witness in the light of the categorical statement 
they should not be, and I wanted to see whether the 
witness knew what the otesent situation was, and he said 
he didn't know trucking was not taken into account, 

MR. SINCLAIR: Some trucking. That is a 
fact. I think my friend should not put facts to the 
witness that are incorrect. Some trucking is, and some 
is not. 

THE CHAIRMAN: Well, it is determined by the 
classification of accounts. 


MR, SINCLAIR: Yes, and my friend does not see 
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to be able to read it. This is the second or third 
time he has misstated it. 

MR. MAURO: Q. Did you know whether or not 
the Smith Transport and the Canadian Pacific trucking -- 
did you think that the Canadian Pacific trucking enter- 
prises were taken into account -- did you think they 
were? 

A. I understand that Smith Transport were 
owned by the C.P.R., and as such -= whether they had a 
consolidated statement or not, I wasn't aware. 

Qs Did you think Canadian Pacific Air Lines 
was part of the picture? | 

A. I don't know. 

Q. And did you think that the Canadian Pacifi 
Steamships was taken into a deo led 

A. I don't know whether they are or not. I 
know they are part of the Canadian Pacific. 

Q. Did you know whether the Duluth, South 
Shore and Atlantic Railroad Company was taken into the 
picture? 

A. I don't see what this is arriving at. 

Q. Well, you have made the statement, "In 
our opinion the earnings of other businesses and invest- 
ments should not be taken into consideration when sétting 
rates," And I think you made it clear that such an 
item as Consolidated Mining and Smelting should not be 
taken into consideration, and I am now trying to ascer- 
tain whether your Association meant also other transport 


enterprises of the Canadian Pacific Railway? 
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A. yes, I think that follows, that the rail- 
ways must stand on their own and must not be subsidized 
or supported by other enterprises. 

Qe Including other transportation enterprises? 

A, yes, I think so. One has got to stand 
on the other, but where you have a line that has taken 
the place of an old rail line, then that line should go 
into the railway accounting. I will put that another 
way, if you want; if, as we suggest, a truck line be 
substituted for a non-profitable rail line, then the 
earnings or not of that truck line must be taken into 
railway accounting, but if the Canadian Pacific, who have 
a subsidiary in the Smith Transport -- or whatever it is 
called now -- then Smith have got to stand on their own 
unless any portion of Smith is taking the place of a 
former railway line. 

Q. Or even if Smith is competing with the 
C.P.R. and taking traffic off the rail -- Smith will 
stand by itself, and the rail will? 

A. That is a good healthy condition. 

Q yes, and any deficits resulting as a result 
of that should be borne by the rail users? 

A. Is that a question? 

Q. yes. You mentioned that the railways are 
losing a fair amount of business to trucking competition? 

A. yes, 

Q. And if some of that is made up by their 
own companies, then you say that is quite all right, just 


look at the trucking operation and look at the rail 
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operation, and as far as the rail operation is concerned, 
it should stand on its own two feet? 

A. yes, I stay with that statement, 

Qo And they should not change the present 
classification of accounts to include all the transpor- 
tation enterprises of the G.P.R.? 

A. I don't know what the change of classifica- 


tion of accounts has to do with it. 


Q. Well, that is how these things are made up 
presently. There is a classification of accounts estab- 
lished. 

A. i see, 

Q. And that is the system under which 
the railways report revenues for rate-making purposes? 

A. Well, I think we will stand on the fact 
that the railways or the truck line of the railways must 
stand on its own. 

Q. You are aware that when the C.P.R. began 
this charter back in 1881 that they entered into a contrac 
with the federal government under which the C.P.R. re- 
ceived $25 million and 25 million acres of land -- in 
Western Canada, by the way -- and that one of the con- 
ditions was that they would perpetually maintain and 
efficiently operate the rail system, and, I am not asking 
to interpret that, because my learned friend will argue 
that at a later date, but the St. Catharines Chamber of 
Commerce would certainly support the view that those con- 
tracts should be given full effect to? 


Bs They received 25 million acres of land? 
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QwesaYes, 

A. And what did they spend? 

Qo Well, we have plenty about what they spen 
but they received -- in addition to those items, they 
received other very valuable concessions, but we will 
deal with those two; they were given for a purpose -- it 
was consideration -- it was a contract -- and I am 
asking whether or not the Chamber of Commerce of St. 
Catharines would support and uphold this contract that 
the C.P.R. and the Government of Canada -=- that it shoul 
still be binding, and whatever interpretation this 
Commission gives to that contract, is just as real today 
as it was in 1881? 

A. That is true; the law of contracts should 
be upheld, except that was -- how many years ago? 1879? 
Times have changed, and if Canada is going to progress, 
those conditions that existed then have of necessity 
got to change now. 

Q. But would you say that if there is going 
to be any change, that it is a two-way thing: you would 
not want them to be able to keep what they received, and 
not do what they promised to do? 


A. This has to be fifty-fifty. 


rs , be 
: pera oe y 


has git * 
gens seme mod! 2 sae rad! viooer 
| | _ Par rm a 


Elite ew tusd <ano ieee ico efdaviev yrev 
jv ++ seogmg #1107 nevig stew we ‘we wos sine 
es: acai domrinds & aw, at sy -potserebtanoo ew 4 x 


i a ‘ ae 


. 


¥ is 7 q 


7, co 


3 Ye eoemmed to sedmaid sot Jon ‘10 sedtonw wabies 1 
ca | 
gad¢ doanteoe ata bledqu bis sroqqua bLuvow aentraddsd | jo * 


mi: wt 4 
iat a 


| pivorte aE sii ~~ bans to drome VED edd bas A.4.9 eid 


= 
a i} 
| 


elit nottsterqueint tovetadw bus gnkbatd ed cee ds mee 
| 


| yabot [eet es taut et ,tosrtado darie ot ae notestmmoo ler _ : 
| bE ot e188. ot eew tt as 5 et 
“gEubite avositaos ‘to wal odd ba al tant | “A in aon 
Tehvent Togs aTseY YAAK Won ~— BW canes tqgoxe Bice od la a 
<a8emgotg. oF gnfog at shane 1b bas .begnenis ever nomtt Iu | 
usheeeoor Yo vaso meddt petetxe tadz anos éthnoo seont det a 


«won sanado o¢ 7 
auto, at avond ti tent yaa bur bLuow tua a | 
bisow voy sgrtidd ysw-owd 8 at ot dade . Sgasio ws bale 8 

D 


i 
| bas .bevieoe: ait teow qesd o¢ olds ed og mosis 708M, Yor q 
| 


ob of beatmorg yerld saciw ob ti | 


UI yITsd od ov aan aldT 4A 


bw scelesG 


7 ’ ey 


i 


— 
netelyie ie | 
| 7 


| a my 7 
> HDT, isan. a 
74 ‘tal e ae th mi 
- } pl asl 
7s wIsS4 reg oe Pre 


has al hay | 2 


soc nen Clarke, or-ex 7047 
(Frawley ) 


---Short recess. 
THE CHAIRMAN: Mr. Frawley. 


CROSS-EXAMINATION BY MR, FRAWLEY: 

Q. Thank you Mr. Chairman, Mr. Clarke, my 
name is Frawley, and I represent the Province of Alberta 
in these proceedings. 

Mr, Glarke, you did make some very positive 
statements about the rates to move grain to export 
popitions from Western Canada, and you make the state- 
ment that the railways must recover from other shippers 
the deficit suffered on grain. Now, Mr. Clarke, have 
you made sufficient study of the Canadian freight rates 
structure to be able to tell us where the other deficit 
traffics are -- assuming that grain is one for the sake 
of my discussion with you, We will assume that the 
export grain movement is a deficit traffic. Are you 
aware of where the others are, or are you aware there 
are other deficit traffics in the structure? 

A. I imagine there are other deficit traffics 
in the structure, but I have not made a sufficient study 
of them to determine that, only what would affect our 
own industry. 

Q. I am going to say right now that the 
people in the Niagara Peninsula are just as good Canadian 
as any Canadians we find anywhere in Canada and they do 
not desire to take e parochial view of the Canadian 
freight rate strubhnres They have a good broad 


Canadian view of what is wrong and what is right with 
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| the Canadian freight rates structure, 

A. In general terms. Some people have, 

Q. Subject to the study they have made of the 
structure? 

A. Yes. 

Q And you would certainly say that if the 
movement of grain results in a deficit which other shippers 
must bear that the other deficit traffics also must be 
borne by the shippers? 

A. yes, that is so, 

Q. You would not be too surprised if I told 
you that the amount which the Canadian Pacific, for in- 
stance, is claiming as the deficit on grain is about 
$30 million to $35 million a year and that one of the 
railways loses much more than that in its passenger 
operation in a year? That would not surprise you to 
look at those two figures and compare them? 

A. No. 

Q. If passenger deficits are there, then they 
must be picked up by the freight part of the structure? 

A. With reservations, I will say yes. 

Q. Do you know any other place where they are 
picked up except by the freight shipment in some form or 
other? 

A. In view of our thought that the railways 
should be self-sufficient, they would have to be picked 
up from other shippers, 

Q. I mean, as of now? You have made the 


point that the deficit on grain -- which for the sake 
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* ANGUS, STONEHOUSE & CO. LTD. Clarke, cr-ex T7049 
TORONTO, ONTARIO (Frawley ) 


of this discussion I am assuming with you that that is 
made up by the other freight shippers? 

A. yes. 

Q. And the loss suffered in the commuter 
services and in the passenger operations generally 
must be made up by the freignt shippers? 

A. Yes. 

Q. On the unprofitable branch lines -- there 
is no place else to go for revenue to make that up except 
to the freight shipments? 

A. That is right. 

Q. So it is not only the grain traffic that 
is a burden on the other shippers? 

A. No, there are other factors. 

Qe You referred to it as the most glaring 
inequity, and having said that you got the Luveuad bck 
from the press reports and from some consultation with 
the railways, I was wondering -- and I do not want to be 
facetious -- if the glare was not the reflection of the 
headlines in the newspaper? 

Bs That is where most of our information came 
from, 

Q. Well, you are very frank with us. Thank 
you very much. You would say that in the Niagara Penin- 
sula there is a good deal of competition to the rail ser- 
vice? 

A. yes. 

Q. And it follows from that that the shippers 


in the Niagara Peninsula, either the shippers or the 
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Shippers, have not paid the full 157 per cent of in- 
creases that have beem authorized by the Transport Board 
since 1948? 

A. Yes, I would say they have, 

Q. Would you say they have paid the competitive 
rates and the agreed charges which flourish in the Niagar 
eaeaeauens You would say they have all taken each and 
every one of the authorized increases? 

A. No. 

Q. I did not think you meant that. That is 
why I say the shippers and receivers in your part of 
Canada have not taken the full burden of these horizontal 
percentage increases, which since the war have reached 
the cumulative amount of 157 per cent, That is what I 
am putting to you, 

A. I would say on general principles that 
they have taken those increases. They have been subjecte 
to them because where a rail service has not been satis- 
factory they go to trucks, and the trucks have taken the 
same aonb increases, not in the same scale, but they 
are on the same level. 

Q. You say you have gone to trucks, That 
is more or less in another world. I am talking about 
whether or not the Shippers in your area have had to take 
the full burden of all the authorized increases which the 
Transport Board has put on the Canadian freight rates 
structure since 1948? 

A. Yes, 


Q. You would say they have? Did you know, 
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“ ANGUS, STONEHOUSE & CO. LTD. Clarke, cr-ex 7051 
TORONTO, ONTARIO 
(Frawley ) 


Mr, Clarke, what the anticipated -- were you aware that 
when the railways went to the Transport Board in October 
1958 seeking a 19 per cent increase, that they placed 
before that Board a statement which indicated that they 
expected to take, they were compelled to take, 73 per 
cent of that increase which they were seeking from 32 pe 
cent of the rail revenue? Were you aware of this 
spread in the figures? 

Avs No, I was not, 

Q. Did you know that is why the provinces 
went to the federal government, by way of appeal from 
that 73 per cent increase? 

| A. yes. 

Q. Because of the distortion, what we thought 
of the idea that we would have take 73 per cent of 
the increase from 32 per cent of the revenue. WEre 
you aware of the implications of that suggestion? 

A. I never thought of it that way. 

Q. That is why I put it to you. The facts 
will speak for themselves. It is because of that that 
I put it to you that people who operate chiefly on 
competitive rates or agreed charges simply have not 
taken the full burden of the 157 per cent that has been 
authorized by the Board. That is why I put it to you, 
because, you see, it is a matter of record that agreed 
charges as of today have not taken the full impact of 

the increases authorized by Luk Board? 

A. That is true, but the agreed charges have 


been necessitated by other competition. 
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“ ANGUS, STONEHOUSE & CO. LTD. Clarke, cr-ex 7052 
TORONTO, ONTARIO (Frawley ) 


Qe No question about that at all. I am not 
discussing whether they are good, bad or indifferent. 
They are here. They are one of the economic facts of 
Canadian transportation. 

AY I think what you are trying to ask me to 
tell you is that the full increase has not been paid by 
companies in St. Catharines, as an soidiiice that the full 
rate increases have not been paid. | : think they have. 

Q. The full rail increases have not been paid 
I am trying to discuss with you some of the other inequi- 
ties in the Canadian freight rates structure besides the 
grain, which for the anlen of this discussion I am assumin 
that it is. That is why I put it to you that, if there 
are other inequities, you are not simply going to dig in 
and say, "No, allthe grain"? 

A. No. 

Qo You are taking, as I supposed -- you are 
trying to take just as broadminded a view of this 
Canadian freight rates structure as anyone else in 
Canada, That is true, isn't it? 

A. Yes, 

Q. Speaking of other inequities, let me just 
compare a fewrates for you, not very many. I won't 
burden you with any more than four or five rates which 
indicate some imbalance in the Canadian freight rates 
structure. Would you just contemplate for me for a 
moment, Mr. Clarke, a rate? By the way, it has been 
established, I think, that the revenue which the ass wheal 


get from moving grain in Western Canada to export 
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“ ANGUS, STONEHOUSE & CO. LTD. Clarke, cr-ex 7053 
TORONTO, ONTARIO 
(Frawley ) 


positions at Fort William or Vancouver, roughly speaking, 
has worked out at about .5 cents per ton mile -- half a 
eent per ton mile, Would you contemplate with me a 
couple of rates like a rate on calcium silicon from 
Welland to Sydney, which returns .732 cents per ton 
mile, and a rate on gas meters from Milton, Ontario, to 
Edmonton, which returns 6.2 cents per ton mile? Would 
you not think that the receiver in Edmonton contemplating 
the Canadian freight rates structure would think, "Well, 
now, I am certainly contributing when I bring gas meters 
out from Ontario, I am contributing disproportionately 
to the overhead of these railways"? 

A. No. 

Qe You would not think he would have any 
right to think that? 

an You are talking about two different 
commodities. A gas meter is a highly valuable object, 
whereas the calcium is a bulk commodity. The 
of handling has a great bearing on the freight rate 
structure, and the type of equipment used for it. We 
all know that merchandise of value is a prerequisite of 
a freight rate structure. 

Q. You are certainly an adherent of the 
value of service principle, and you say, "Let us apply 
the value of service principle regardless of how it 
works out"? 

A. That is kind of a fast ball. 

THE CHAIRMAN: I think the witness is very 


frank and very honest, but the witness is not an expert 
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~ ANGUS, STONEHOUSE & CO. LTD. Clarke, cr-ex 7054 
TORONTO, ONTARIO (Frawley ) 


MR. FRAWLEY: Q. No, I am not expecting 


him to be an expert, I am just discussing with him 


whether or not you say -- because what you told me -- 
there is no. doubt about it at all -- the value of service 
is there, 


Aluminum gas meters move out to Edmonton on 
a straight class rate, and you know the difference be- 
tween a class rate and an agreed charge, or a non-com- 
petitive commodity rate, or 4 competitive rate, You are 
a traffic man yourself, aren't you? 


A. Yes. 
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* ANGUS, STONEHOUSE & CO. LTD. Clarke, cr-ex 7055 
TORONTO. ONTARIO (Frawley ) 

G. So you know that when anything moves out 
to Edmonton from Milton, Ontario, a thing that is needed 
in the gas province is an aluminum gas meter, and it 
moves out under CFC 20 at $6.48 a hundred, and that is 
because that is a piece of captive traffic to the rail- 
ways that for some reason or other you say the value of 
service principle is applied one hundred per cent? 

A. No, because they could move it by pool 
truck at a lower rate. 

Q. I am telling you that it moves out under 
CFC 20 at $6.48 and returns 6.285 cents a ton mile, a 
distance of 2,062 miles. If you don't think that that 
is a high return per ton mile for that haul I am a bit 
surprised. 

Ae Well, we don't get a rate out of CFC 20. 

Q. It goes on the classification; it is 
the highest rate on the book. 

A. If I were shipping out of Milton I pro- 
bably wouldn't go on the railway. 

Q. All I am saying is that this is a rate 
taken out on my instructions, You realize that gas is 
produced in Alberta? 

A. yes. 

Q. And it is being kept there, apparently, _, 
at the Sa cet So I am simply putting it to you that 
when you look at some of these rates, when you have a 
rate on gas meters which returns 6.2 cents on a 2,000- 
mile haul, and you have another 2,000-mile haul which 


returns 2 cents per ton mile on agricultural implements, 
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“ ANGUS, STONEHOUSE & CO. LTD. Clarke, cr-ex 7056 
TORONTO, ONTARIO (Frawley ) 
and then you look at the rates which move grain to 
Halifax and the rates which move grain from the lower 
bay ports to Halifax for export, and then you come down 
to a cent a ton mile, I am only saying does that not 
look like something that some people in Canada regard 
in this structure as being pretty badly out of balance? 
| A. No, I still can't concede, 

Q. You won't concede it? 

A. No, I won't say I won't, but you are talk- 
ing about two different products, 

Qo Did you ever give any thought to the 
disproportionate cost to revenue which the various rate 
structures make? As far as St. Catharines Chamber of 
Commerce is concerned, that can go on, it shouldn't 
receive the attention of this Somdtnneen at all? 

A. No, I didn't say that. I am only saying 
that you should look at the same kind of commodity in 
order to get your disproportionate figure, 

Qo All I am saying is that the traffic that 
is carried on class rates contributes much, much more 
to total cost than the traffic that is carried at 
agreed charges or non-competitive commodity rates, and 
some people think that is a distortion of the Canadian 
freight rates structure, but you don't think so? 

A, No, not putting it that way. 

Q. Now, I want to ask you again at the risk 
of discussing with you what Mr. Mauro discussed with 
you, I simply put it to you that at the moment the 


classification of accounts prescribed by the Board of 
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Transport Commissioners prescribe that the profits or 

the losses from Smith Transport, from the operations of 
Smith Transport, are not taken into account, neither 

the profits nor the losses are taken into account for 
rail revenue in relation to the application of freight 
rate increases, and that being so, and this Commission 
being sent at by the Governor in Council to make recom- 
mendations as to the freight rates structure, I say to 
you, assume with me that it ee in the powers of these 
Commissioners to recommend changes in the Canadian freigh 
rate classification, would you still say that the profits 
or the losses of Smith Transport should not be taken 

into account, either profits or losses, in wiy anaes at 
the Canadian Pacific Railway Company's revenues for 
rate-making purposes? 

A. Yes. 

Q. And would you say, whether they are owned 
by the railway or not, whether they are performing trans- 
portation functions, that their profits and losses 
should not be taken into account? 

A. Yes. 

Qe. I was interested in your saying that you 
didn't favour the regulation of trucks. . Now, what I am 
confused about is that you told my friend Mr. Hume after 
that that you thought that the franchise system should 
remain, What is that but regulation of trucks? Would 
you mean clarifying again what you say about regulation 
or non-regulation of trucks? 


A. Regulation of trucks as far as being 
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governed by the Board of Transport Commissioners I don't 
think is something we want. But if a trucking company 
~~ or, rather, if the railway discontinues an unprofitabl 
line and substitutes a truck service or bus service for 
that line, then the truck line should be governed or 
the trucking company should be governed by the railway 
regulations, as it 1s associated with the railway. 

Q. When you said that you did not think that 
the trucks should be regulated, did you mean they should 


not be regulated by the federal Board of Transport Com- 


missioners? 

A. Yes, 

Q. You don't want any federal motor carrier 
board? 

A. No, 


Q. And that is what you meant when you said 
that? 

A. Yes. 

Q» But you favour this business of making a 
trucker prove a need, that it is necessary, before moving 
on the highway? 

MR, FRAWLEY: Thank you, Mr. Clarke. 

THE CHAIRMAN: Mr. McDonald? 


MR, McDONALD: Thank you, Mr. Chairman, 


_CROSS-EXAMINATION BY MR, McDONALD: 
Q. Mr. Clarke, my name is A. D, McDonald and 
I represent Canadian National Railways. 


In the first place, I may say that we agree with 


‘allie. site i iabveaade ae ae rd sdecee ie 

Sane sive tom BAW voy ‘Seka Eda Weg aieane "get eehaen | Ie vb 
bivoda yodt meem voy bib .bedeiuger ed biuoda ‘etours ede BiG. 
-aod drogensdT to brsed Isvens? er henna: a a 
on eat a | ing i 

me ee 
saruis0 cotom Laisbet uns Jasw F*nOH vor aly one atae ie 


i o 
+ " , - pga apt’ bw ' “1 


i) 


1, 


ou ; wy wi eae 


bisa yoy nerw tneem voy tarw at ted? baa 19 


wt eee OR ee 
& galitam to esentagd gind aovat voy tua 99° 88 


‘patvom ero'ted ,ytsesaeoen at tf tedd . been s ‘SvoTg reNoutt | is 
7 } 


yeeiere odd £0 © lec 
Riis 
-ostelD .oM HOE xasat YRIWASH . iM 


A 


thisnodoM .M :WAMAIAHO BHT? * 9 °e >) 


ceetked $M oy ainsiT — :QIAMOdoM’ jam OS PP 


“be biacodoM .d .A et oman ym senate aM ee alee 
CKGLD ebm ka tg ; 


eyemlias Sageszan | apneic | 


| 
ee oom ow ted? ysa yam I, ean 


0 
“ ANGUS, STONEHOUSE & CO. LTD. Clarke, cr-ex 7059 
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the majority of the recommendations contained in your 
; brief, and I think you have done a very excellent job in 
: presenting it to this Commission, 
Now, dealing with your statement regarding the 
; most glaring inequity in the freight rate structure is 
the retention of the statutory rates on grain,the 
P Canadian National Railways wholeheartedly agrees with 
‘ that statement, but I want to take you along this way. 
ti Those rates are fixed by statute, as you know, and the 
PP railways are not at liberty to vary them in any way? 
12 A. Yes. 
13 Qe And yet you also note that the railways 
14 are compelled to handle this traffic. Would you agree 
15 with me that you know of no other instance of any com- 
16 pany or individual performing the service they do today 
7 at the same rate they did it in 1899? 
18 A. I would say that is correct. 
19 Qo So on the face of it there is something 


20 wrong with those rates? 

11 A. Yes, 

92 Q. On the inequity, this is an inequity in 
23 the freight rate structure imposed by statute. it is 
a4 Gifferent to what Mr. Maurce and Mr. Frawley have been 


25 talking about? 


26 A. Yes, 
27 Q. It is the only one imposed by statute? 
28 A. Yes. 
29 Q. This is the only rate that is fixed by 


30 || statute? 
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Br Yes, so far as I know. 

Q. Which makes it different from all of those 
matters that counsel have been referring to? 

A iéY@ BB’. 

MR, McDONALD: That is all. Thank you, Mr. 
Chairman, 


THE CHAIRMAN: Mr. Sinclair? 


CROSS-EXAMINATION BY MR. SINCLAIR: 

Q- My name is Ian Sinclair, and I represent 
Canadian Pacific. 

In answer to my friend Mr. Cumming in dealing 
with truck rates you said that you thought they should 
be published, that truck rates should be published. By 
that you meant, I take it, that there should be a 
requirement in law that all truck rates, including con- 
tract truck rates, should be published. Is that 
correct? 

A. No, I don't recall saying that. Did I 
say that? 

Qe You said that truck rates should be pub- 
lished. You were opposed to regulation of truck rates 
but you would think their rates should be published. 
Let me ask you the direct question, As a traffic man 
and as a person who has to deal with traffic problems 
and traffic rates, would you not agree that truck 
rates should be published and available and open to 
all shippers? 

A. First of all, they are. You deal only 
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(Sinclair ) 


Q. They may be in this province, but they 
may not be in other provinces. 

A. I think they should be published. 

Qe And in saying that you would agree that, 
like the railways they should be required to publish 
and have available for anybody else to look at then, 
not only their normal rates, competitive rates, but 
their contract rates, just like the railways have to do? 

A. I might have to say no to the contract 
rates, 

Qo Would you tell the Commission why? 

A. Because it discloses to our competitars 
any advantage that we may have. 

Q. In other words, if you are able to make a 
deal that is beneficial to you you don't think that with 
the trucking organization, common carrier trucker, that 
should pe epaatwuees open to scrutiny by anybody? 

A. I have to say they should not be. 

Qe Do you think that the railway agreed 
charges should be published? 

Ais You have me going two ways there; on the 
one hand I am saying no to contract rates being published, 
and yet I agree that agreed charges should be published. 

Qe In so far as truck rates are published, 

Mr. Clarke, you would agree, I take it, that a penalty 
should be included in the legislation so that if the 

published rates are not adhered to a penalty should be 
imposed upon the carrier who departs from those rates, 


just as the railways have such penalty imposed on them 
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* ANGUS, STONEHOUSE & CO. LTD. Clarke, cr-ex 7062 
TORONTO, ONTARIO (Sine lair ) 


if they depart from the established rate? 

A. Yes, if the truck rate and all the class 
rates are published, if there is a departure from them 
they should be penalized. 

Q. And the legislation should so provide 
that sets up a general filing with the provincial board 
or making it available whatever it may be? 

A. If I say yes to that I acknowledge the 
fact that a regulabory body should be set up for trucks, 


which we have consistently opposed. 
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* ANGUS, STONEHOUSE & CO. LTD. Clarke, cr-ex 7063 
TORONTO, ONTARIO 
(Sinclair ) 


Q. You have a regulatory body for trucks in 
Ontario, have you not? 

A. The Ontario Motor Vehicle Board, yes. 

I do not believe it covers rates; it is more an applica- 
tion of licences. 

Q. But in so far as rates are concerned and 
are filed, my question to you, and we want your views for 
the Commission, is that these truck rates when they 
are required to be published, I suggest they should also 
eontain a penalty for non-compliance and I think --- 

MR. HUME: Mr, Chairman, in case we ° 
are under 2 misunderstanding, there is no filing of 
truck rates in Ontario. Mr, Clarke said tHene was, but 
there is in fact no regulation in this province and I 
thought the Commission would like to be informed, 

MR, SINCLAIR; Thank you, Mr. Hume. 

THE WITNESS: Well, then, there would be no 
regulatory body; there cannot be any penalty other than 
exercised by the trucking industry itself and the ATA -- 
perhaps Mr. Goodman could answer the question, but I 
‘de not believe there is any penalty on ATA members for 
violating a published rate. 

MR. SINCLAIR: Q. I am asking you as a 
traffic man, do you not think that should be so? In 
other words, if a person is a carrier by truck he should 
not be able to make a deal away from the published rate 
and get away with that without being penalized? 

A. I agree there, yes. 


Q. Now, my friend Mr. Mauro asked you a numbe 
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TORONTO. ONTARIO (Sinclair) 
of questions about fully distributed costs, variable 
costs, factors over variable costs as applied to grain 
and as applied to other traffic. I suggest to you that 
as a traffic man and an experienced one at that, as I 
know, that what you are saying to this Commission is 
that all segments of traffic should move on just and 
reasonable rates? 

MR, FRAWLEY : That is not what he said. Stop 
putting these technical expressions "just and reasonable 
rates" into the witness! mouth. It is just not right. 

THE CHAIRMAN: I think we can ask the witness 
to answer that question. 

THE WITNESS: Yes. 

MR, SINCLAIR: Q. Thank you, Mr. Clarke, 

And what is a just and reasonable rate must take into 
account all circumstances involved in a movement of the 
traffic and the traffic itself; that is correct, is it 
not? 

A, Ye@S8S. 

Q. And one of these factors, and I think you 
have made this clear, in fixing a rate level at a just 
and reasonable level would be where competition did exist? 

A. Definitely. 

Qe And as long as the rate, the railway rate 
made this variable cost and made some contribution to 
constant cost or, put it another way, that the railways 
would be worse~off if they forego the traffic than --- 
THE CHAIRMAN: I do not know, Mr. Sinclair, 


where we are getting to now. The witness did not know 
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what distributed cost was and I doubt whether he knows 
about constant cost. 

MR, FRAWLEY: Mr. Sinclair is using the wit- 
ness as a sounding board to put a lot of things on the 
record and in the newspapers. 

MR, SINCLAIR: Mr. Sinclair has a duty to the 
Commission to assist them and if he is not doing so the 
‘ Commission will tell him. I do not have to rely on my 
friend, 

THE CHAIRMAN: Does Mr. Clarke understand what 
the meaning of constant cost is? 

THE WITNESS: Yes, there is no problem there. 

THE CHAIRMAN: Now, if you understand the 
terms that are being used by Mr. Sinclair, well and good. 
If you do not, then you cannot very well be asked to give 
evidence on it. 

THE WITNESS: I think I have already made a 
statement that unless I have some figures in front of me 
I cannot very well answer on costs on variable cost 
without knowing what is included in it because you have 
so very many things in these different costs and I do 
not think it is fair to get me to say a variable cost is 
a method of arriving at a freight rate. 

Q. Let me put it this way, and I think the 
witness can answer this: if in fact by fixing a rate 
level railway revenues are improved, that is net railway 
revenues are improved, as a traffic man you would agree 
that the railways should so fix that rate if that was 


the maximum rate that could be secured to move the 
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traffic? 

A. yes. 

Q. Have you no equivocation on that at all? 

MR, FRAWLEY: No what? 

MR. SINCLAIR: Qo You are not indefinite 
about that at all? 

MR, FRAWLEY: Why suspect he is? 

MR, SINCLAIR: Q. I wonder if my friend 
would allow me -- I think I can ask the witness questions 
You have no doubt about this at all? 

hey The statement you made? 

Qe That is right. 

A. None at all. 

Q. Now, my friend put to you canned goods -- 
I think this was Mr. Mauro from Manitoba -- put to you 
canned goods rates from Toronto to Vancouver, 60,000 
pounds minimum, and I think the figure was $1.82 a 
hundred and Winnipeg to Vancouver on a somewhat higher 
basis? 

MR, MAURO: $1.95. 

MR. SINCLAIR: Thank you, Mp. Mauro, 

Q. Now, Mr. clarke; if the rate from Toronto 
to Vancouver was fixed at a level to enable the railways 
to get the traffic in light of competition by the Panama 
Canal or by American routes and that rate improved the 
net position of the railways and if they did not quote 
that rate they would not get the traffic, you would not 


object to that rate as a traffic man, would you? 


A. Wo. 
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Que Even though a rate from another place 
intermediate might be at a higher basis? 

A. I still have no objection to it if it is 
the competitive feature that brought that about. 

Qe Now, my friend Mr. Frawley dealt with 
what he called deficit areas other than grain and. one 
of thosewas the passenger deficit and the other one was 
the branch line deficit. Now, I would ask you as a 
traffic man if the deficit on a branch line or a large 
series of branch lines, the traffic moving over them 
was very largely grain, say something over 75 per cent 
of the traffic movement over these branch lines was 
grain, and if in point of fact the grain rates were on 
a just and reasonable level, those branch lines would 
not be in a deficit position, would you agree with me it 
would be wrong to look upon that as a pranch. line 
deficit rather than a grain deficit? 

A. I think it would be a grain.deficit... 

Qe In respect ¢o passenger traffic, if the 
railways have passenger deficits and if their policy is 
to move out of areas of passenger service which carinot 
be put on a profitable basis because of other means of 
transportation -- cars, if you likd, buses, aeroplanes -- 
as a traffic man it would be your view that the railways 
should be assisted in doing so, Is that not s09? They 
should be assisted in the passenger service on a basis 
so it can stand on its own feet, passenger traffic should 
stand on its own feet, and if they cannot and there are 


other modes of transportation available that the public 
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prefers it would be your position that the railways 
should be <--- A 

MR. FRAWLEY: Gay "would" -- don't put the 
answer right in his mouth, Surely, MR. Chairman --- 

MR. SINCLAIR: Mr. Chairman, I have been askin 
witnesses questions for quite a long time and I have, . 
never met anyone so sensitive to the way I ask questions 
as my friends Mr. Frawley and Mr. Mauro. 

THE CHAIRMAN: There is always the difficulty 
in these hearings as to how much counsel can lead but I 
think that really you are in a position of cross-examinin 
at the moment --- 

MR, SINCLAIR: I thought so. 

THE CHAIRMAN: That being the position then 
you can ask the question, 

MR. SINCLAIR: Q. Do you remember the ques- 
tion? 

A. I suggested previously that if the pas- 
senger line was, or any other small ae was not paying 
its way then some other mode of transportation should 
replace that. 

Q. My suggestion to you, following along from 
that, where these conditions do exist it would be your 
position that the railway should be assisted in 
eliminating the passenger service or the branch line, 
if you will, and that would be your position that they 
should be assisted? 

A. Or subsidized -- the same thing. 


Q. Well, if they were to be subsidized I want 
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to know. That is the exact point I wanted to come to, 
If passenger train service was not required because 
there was alternative means of bean weet vi provided 
-- cars, buses, aeroplanes -- it is not your suggestion 
that that should be subsidized, is it, just to keep 

it there? 

A. In some areas there has to be a subsidy 
to maintain a rail service, 

Qo Well, you are Caine of areas, are you, 
where other modes of transportation are not available? 

A. No, where other modes of transportation 
are available as well. 

Q. But would those instances be uterd the 
other modes do not meet the public requirements? 

A. Yes. For one, we might think of any 
northern route where at the present time you may be 
flying people in at perhaps a great deal more cost but it 
is a lot faster, 

Qe Let me give you an example, for instance, 
where there is an established highway system -- there is 
an established highway system and people have cars or 
there are buses, and those kind of things. You would 
not suggest that the rail service should be maintained,if 
it cannot pay its way,by subsidy? 

A. We have recommended that inefficient or 
expensive operation should be replaced by some other mode 
of transportation but in the interests of Canada as a 
whole I will have to retract that a little bit because 


we cannot continue to dissolve these unpaying lines, so 
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that is what I mean, you have to subsidize one way or 
another. 

Q. Now, if ai een gee service was serving 
a local rather than a national, and it was not paying 
its way, you would agree, would you not, that in that 
case the subsidy should be from the local authority 
rather than the federal authority? 

A. No, that again goes contrary to what we 
have suggested in our brief. 

Qe it does? 

A. yes. 

Qe I am suggesting that where there is not 
an overall requirement in the national interest that the 
interest that is being served is local alone, then in 
that case I am suggesting to you if a subsidy is to be 
supplied it should be supplied by a local authority, for 


instance, the province. 
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A. Well, yes, I will have to go along with 
that in view of the local aspect of the thing. 

COMMISSIONER BALCH: Would you include com- 
muter service in that, Mr. Sinclair? 

MR, SINCLAIR: Yes, very definitely, Mr.Balch, 

Q. In that question to you, Mr. Clark, I 
would include local commuter services: you understood 
that? 

A. yes. 

Q. Mr. Clarke, you said that you talked this 
over with the railway people, and in view of the fact you 
are served, unfortunately, only by the Canadian National, 
had you discussed it with the Canadian Pacific people 
as well as the C.N.R.? 

A. No. 

Qe Then, I would say this to you, that even 
though Canadian Pacific does not serve St. Catharines, 
we do feel, and I wish to say on behalf of the company, 
that I think your traffic men have presented to this 
Commission a more thoughtful brief than we have received 
in a number of other places. 

MR. FRAWLEY : Just for my information, does 
not the Torontd; Hamilton and Buffalo Railway run through 
St. Catharines? 

THE WITNESS: No, it runs through Welland, 13 


miles away. 


BY COMMISSIONER BALCH: 
Q. Does the N.C. & T. service there? 


A. yes, 
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Q. You mentioned in paragraph 8 the re- 
institution of the lel tracing system: you request 
that? - 

A. They used to be able to give Woekivers, 
records, but they can't now. 

Q. They haven't replaced that by a different 
system? 

A. Yes, I understand there is one on the way, 
an IBM system which eventually will give us that infor- 
mation, but I understand that is some time away. 

Q. You mention in paragraph 9, "A campaign 
to improve employee morale": what em;loyee do you refer 
to there? Is it the switching crews, or the train 
erews, or the office staff? 

AY Well, it is all of them, 

MR. SINCLAIR: Including the Law Department? 

THE WITNESS: I haven't had any experience 
with them. 

COMMISSIONER BALCH: Qe You also speak of 
filling top operational jobs from within the organiza- 
tion rather than from outside sources: you did mention 
that you had had a discussion with various officers of 
the railroads, Did you mention that to them at that 
time? 

A. Yes, 

Q. Would you want to tell me the reaction, 

A. They were in favour of it because the 
majority of railway people who reach the top come up 


from working through the various stages, and it would 
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seem to me that a knowledge of railway operations can 
best be gained by having passed from despatcher,or 
whatever it may be, to an operating job. So, that is 
why I make that statement. On the theory of operation, 
the university man is perhaps more qualified, but on 
the actual operation a man who has passed through the 
jobs, I think, is the man who should aspire to the top 
operating jobs. 

Q. In paragraph 13 you mention the dnevans 
lation of two-way radio in switching, and you mentioned 
the N.C. & T. does service you? 

A. Yes, 

Q . Are y6u aware , since you prepared this, 
that that is definitely going to be put into effect? 


A. Yes, I even had the cost of each one. 


BY COMMISSIONER GOBEIL: 

Q. Mr. Clarke, in paragraph 4 you suggest 
that the railways be allowed more freedom, and then you 
supplement it by gaying that if they find it more 
economical they should be permitted to substitute trucks 
for trains: this would apply to passenger too? 

A. Yes. 

‘QQ Let us assume that this Commission will go 
your way, and then, I am thinking of somewhere in the 
Province of Quebec, say, Chicoutimi to Quebec City, 
where the freight is not good there and the passenger 
still worse, so the railway could stand a Prue busi- 
ness -- establish a truck division or bus division? 


A. That would be our thought, except for that 
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particular area where I don't think even the bus or truc 
would take the place of, let us say, a dayliner, which 
perhaps should be put on, Maybe there is a dayliner 
between Chicoutimi and Quebec City? 

Qe No, 

A. Well, there is an opportunity where both 
a passenger~-freight type of vehicle could serve the 
need, 

Q. But you would suspect there would be cases 
when it would be more advantageous, if they have more 
freedom,to establish a truck or bus pustheast 

A. yes -- I am not stating that the railways 
should, where a new area is opened up, go into the truck 
business. But, where the railways have an established 
railway line which is unprofitable, our feeling is that 
they should be able, quite readily and freely, to put 
trucks in place of the railway. 

Qe Suppose in a case like that, instead of 
putting trucks and competing with local gmganizations, 
that they buy that local organization? They could do 
that too? 

A. Yes. 

Qe And if they buy something which is called 
a truck transport, which is well established, incorporate 
or limited, if instead of establishing their own service 
they buy, from then on that transport will not be 
included in their revenue? 

A. yes. 


Q. Well, according to your paragraph 15 --- 
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A. No. If a truck line is substituted for 
an existing rail line, our thought is that the truck 
line's revenue should be part of the railway revenue 
and not a separate entity, and yet, I state that an 
entirely different organization, such as Consolidated 
Mining and Smelting, should not be included in the rate 
structure of the railway. 

Q. But if they find that instead of estab- 
lishing a truck line that there are more advantages 
to buying an existing one, then the new company that 
they buy would be considered as part of the revenue? 

A. Yes, as long as there is an existing 
rail line at the present time, But, in support of the 
trucks, I do not feel that the railways should, because 
they have a lot of money behind them, establish an 
opposition to an existing truck line, If the railways 
find their line is uneconomic, then every means should be 
sought to buy an existing truck Line between the two 
communities at a price that is within reason. 

THE CHAIRMAN: To buy or to use? 

THE WITNESS: Yes, right. 

COMMISSIONER GOBEIL: Qe That truck line 
which they would buy -- what would be the difference be- 
tween a little one and a big one like Smith Transport? 

A. I see no difference between a truck line 
in the situation you have outlined. 

Q. You mentioned this morning that Smith 
Transport should be kept separate for revenue purposes? 


A. That is right, bédcause Smith -- we are 
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talking about two different branches of Smith Transport, 
and I would like to have that clarified before I could 
answer you, Is there not a Smith Transport purchased 
by the Canadian Pacific, and there is an H. Smith Trans- 
port that were one and the same thing? 

Qo | I mean the one that is the Canadian 
Pacific now. 

AX Well, then, if the -- no; there is a case 
that brings my point. Smith Transport are national -- 
I don't know whether they go out to the west, but they 
are certainly in Ontario and Quebec, and compete with 
existing truck lines. Therefore, Smith Transport's 
revenue cannot be part of the Canadian Pacific revenue, 
but any portion of Smith Transport route that: replaces 
an existing rail route should be part of the railway 
revenue. 

Q. That might make it complicated, 


A. I don't think so, 


BY COMMISSIONER ANSCOMB: 

Qo I am not quite clear about something you 
just said, but I understood you to say you do not think 
a railway should be allowed to start a competing truck 
line along a route that some other truck line is operatin 
on, Let us assume the C.P.R. was along one hundred 
miles and there was a truck line there now: do you 
suggest the C.P.R. should not be allowed to start 
another truck line there? 

A. I wasn't thinking of the C.P.R. 


Q. Well, any railway -- the C.N.R.; I don't 
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care. 

A. I think it would be unfair for an estab- 
lished truck line -- maybe he is only a small operator -- 
to have the money that sit railways have behind them in 
opposition to him. In other words, starting up another 
truck line with a great deal of capital behind them in 
opposition to a route he has already been granted a 
licence over. In the public interest, then, the 
Canadian Pacific should attempt to buy that truck line, 

Qo Why not look at it the other way round? 
It is all right to say they have got unlimited money 
behind them, but, the Canadian National, the only money 
they have is you and I and our friends here. Why 
not take the view they should not have been allowed 
to start in the first place to compete with the railway? 
You are taking the opposite view. Everybody is small 
to start with. 

A. There are two factors there, and one of 
them is that competition is good for business. Second- 
ly, you can't restrain any business from starting; that 
is restrict of trade, isn't it -- to say, "You can't 
have a truck line because there is already a rail line 
in there", That, I think, would be unfair. 

THE CHAIRMAN: Thank you, Mr, Clarke and 


gentlemen, 


-=--Luncheon adjournment. 
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---On resuming at 2.00 p.m. 


SUBMISSION OF 
THE GOVERNMENT OF THE PROVINCE OF 


- ONTARIO 
Appearances: 
Hon, Leslie M. Frost, Q.C. Premier of Ontario 
George Gathercole Deputy Mi nilstert Br 
Economics 
Prof. John L. McDougall Queens University 
Frank V. Turville, Q.C. counsel 
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THE CHAIRMAN: Mr. Frost, we are most de- 
lighted as a Commission that you have agreed to come 
here. This is the first time, I think, in the history 
of the Ee of Ontario, or in the Dominion of Canada, 
that a government has made and submitted a presentation 
to a Royal Commission on Transportation, and 1 can 
assure you that we welcome it most sincerely, and we 
welcome you to the Commission and will be glad now to 
hear from you. 

MR. FROST: Mr, Chairman -- Mr. MacPherson, 
may I put eas way -- and gentlemen of the Commission 
coming from various provinces of Canada, I may say that 
it is a great pleasure to welcome you here to Ontario, 
even if you do not need any welcome. Mr. Chairman, it 
is true that this is the first A ee I think, the 
Government of Canada has made to a transportation com- 


mission. 
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; Traditionally this province and at least one 
of the others has remained aloof. I amnot so sure, 

P Mr. MacPherson, that we should not have remained aloof 
‘ on this occasion, 

P THE CHAIRMAN : We disagree, 

: MR, FROST: May I say that of course the 

P reasoning behind that was that traditionally this is a 
9 federal commission and traditionally we have felt that 
10 the Province of Ontario had enough to do looking after 
rr its own business without getting into an area that is 
12 federal. Mr. Anscomb, you have heard all those argu- 
13 ments before.on.a different occasion, and I think they 
14 were as valid then as they are today =-- and the federal 
15 government conversely should look after its own busi- 
16 ness.. That is why that practice has been followed 

7 traditionally, long before my time, 

18 Now, I would say to you, Mr. Chairman, that 
19 your predecessor in the chair, Mr. McTague, a gentleman 


20 of great eloquence and personality, persuaded us, per- 
suaded me, that we should depart from that traditional 

92 attitude, and consequently, a a result of his words, I 
93|| om here this afternoon. 

24 THE CHAIRMAN: May I interrupt you, Mr, Frost, 
25| to say that we are so glad that my predecessor did con- 
6 vince you and persuade you, and our only regret -- and it 
27 is a very sincere one on the part of all of us -- is that 
28 owing to illness he had to give up the post of Chairman 
29| Of this Commission. There is no one who regretted it 


30 || more than I do, and there is no one who wishes him 
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complete recovery and good health more than all of us, 

MA, PAUSES dk iit ag doubt, sir, that you, 
with your eloquence and personality, would likewise have 
persuaded me, 

Now, sir, this submission, which as a matter of 
fact is very general in terms, will be presented by Mr. 
George sated 18, the Deputy Minister of Economics, and 
he will be supported by Professor McDougall.of Queens 
University, who has a great deal of knowledge in these 
matters, He will further be supported by Mr. Frank 
Turville, Q.C., who will act as counsel for the province. 

Now, sir, I think this is our position, Mr. 
Gathercole, that we are taking a particularly dogmatic 
attitude, is that not right? 

MR. GATHERCOLE That is right. 

MR. FROST: We are taking a dogmatic attitude, 
Ontario is a large province. It is about a thousand 
miles from our good neighbours in the east in Quebec to 
the Province of Manitoba. We front, across Geb ieeeaer, 
that is, on eight American states, which gives you some 
idea of the diversity which we face in this province, 
the different conditions that we face in this province. 
You are going to hear viewpoints, I have no doubt, from 
various interests in this province who, of course, are 
looking after their own particular areas, and that is 
natural -- and these are going to be different. Those 
in southwestern Ontario, the Windsor area, of course, 
have their own very important viewpoint; that is true of 


those from the lakehead, Fort William and northwestern 
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Ontario, who have their own particular viewpoint. I do 
not know whether any of the northwestern Ontario people 
are here today, but in any event your Commission -- I 
think, very wisely -- determined to sit at the lakehead, 
at Port Arthur, and there you will; get the viewpoint 
of a very important part of our country and a very 
important part of ast wile wnat ae Now, I would say to 
you, sir, that although I mentioned those two places 
there are others, the City of Toronto, where the Board 
of Trade and others will be presenting their viewpoints, 
and I by no means minimize the importance of those sub- 
missions all of which have their very real and pertinent 
argument and which were written and presented from 
the standpoint of the problems in these areas. That 
does not imply that these viewpoints are sectional but, 
nevertheless, ha do of course represent the viewpoints 
of the places from which they come, There are the 
incidence related to the area which the representation 
covers. 

I mentioned the good people from southwestern. 
Ontario. When you look at the geographic shape of 
Ontario, you will see it is a peninsula formed by the 
Great Lakes, jutting down into the great populous 
centres of the United States. I think we have immediate- 
ly around our borders something of the order of 75 
million people in the northern American states. You 
ean see the difference in the problems and the differ- 
ence in the influences which you are going to get, when 


you cdiapare that with northwestern Ontario, which we 
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say, with all apologies to you westerners, is the true 
chtewty to Western Canada. That is true historically, 
going back to the days of the fur traders, and going 
back to the days of the explorers, It is true today 
because it is the farthest, most westerly port in 
Canada, from the great St. Lawrence Seaway. 

As a matter of fact, the people of northwestern 
Ontario represent that their interests, transportation- 
wise, are not unrelated and indeed are related to 
Western Canada. That is a viewpoint that I thin is 
very worthy of consideration, and I may say that, in 
addition to the eloquence of Mr. McTague and others, 
the persuaviveness of the people up there in urging 
that Ontario should abandon her traditional role is one 
of the reasons why I am here today. 

If I had the opportunity to attend at the lake- 
head, I would most certainly do so, It may be possible, 
indeed, to attend at the lakehead. As a matter of fact, 
I would very much like to present this brief up here 
put other things ordained otherwise. 

It is a very great pleasure for us to welcome 
the Royal Commission ort Pransportation to Ontario. The 
subject of your inquiry is one of great importance to 
Ontario and the whole of Canada. The spanning of this 
province and nation by railways was fundamental to the 
creation of Canada and continues to be essential to its 
economic development. Despite the growth of water 
transport, the emergence of hugh interlocking motor 


vehicle transportation systems, the development of air 
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travel and the more recent advent of big-inch pipe- 
lines, the railways still constitute a vital part of 
our country's economic fabric. 

In the carriage of goods, they remain the 
largest and the most diversified of all the carriers by . 
land. However, it is clear that the place of railways 
in that economic pattern is one of declining relative 
importance, Specialized large bulk carriers are able 
to transport commodities by water at costs far below 
those incurred by the railways for a similar service. 
Pipe lines can do the same with liquids and gases. 
Motor carriers are providing services by road so 
flexible and so convenient that they have continually 
increased their share of the total traffic, whether 
measured in ton-miles or in revenue, Air carriers have 
pioneered new freight routes and appropriated a major 
share of the long-distance passenger traffic at rates 
above rail rates. Buses and the private motor car 
are the predominant short-distance intercity carrier 
of passengers -=- although I must say that they do not 
necessarily need to be, 

In part these changes have been a consequence 
of rising wealth. In many cases people can afford 
to let greater convenience and speed prevail over the 
cost of transportation, Whether we can afford those 
luxuries in the future is another question, but that is 
what the economists tell me is the case now, Growing 
industnialization has also contributed to the develop- 


ment. For the secondary industry freight charges are 
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1 

often less burdensome in relation to total costs than 
for primary industries, while service, speed and 
4 flexibility may be factors of major importance, What- 
F ever the reasons, this shift in the shape of the Canadian 
P economy is of great magnitude, The railways which, be 
y one time, could bend the economy to suit their operating 
P convenience, can no longer do so.-=- at least in part of 
9 the country, and I would say that generally in southern 
10 Ontario that is so. In some areas they are still 
1 the only practical means of transportation and exercise 
12 the power of life or death over resource or business de- 


13 velopment and expansion, but their near-monopolistic 
domination of the economy at large no longer exists. 

15 The sweeping changes which have occurred and which have 
16 by no means exhausted themselves, justify a re-examina- 
17 tion of the whole system of railway operation and its 

18 structure of rates. We, therefore, welcome the 

19 appointment of your Commission and we will do our best 
99|| to cooperate with you in your studies and deliberations. 
1 Among the questions for which you may wish to 
92|| provide answers are these: Are the railways adapting 

93|| themselves adequately to the changes in our economy? 

94\| Are rolling stock, equipment and facilities being main- 
95|| tained at an efficient level? Are the railways alert 
26|| to the opportunities that exist in the development of 

27|| new resources and contributing to the expansion of Su 
28|| trade both at home and abroad? Are rates equitable be- 
29|| tween different users and non-discriminatory between 


30|| the different regions of Canada? Finally, are rates or 
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other sources of revenue sufficient to ensure an effi- 
cient system of transportation capable of contributing 
fully to our economic development? 

I must admit that I have a good many misgivings 
concerning railway services and operations. I do not 
profess to be an expert. I come here with no pretense 
to be an expert in this matter. I come from rural 
Ontario -- and that is a good place to come from -- and 
I see the development of our problems from that stand- 


point. 
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Over the past score of years I have seen and 
watched the almost total dissolution of any practical 
railway service to the people of vast areas of Ontario. 
Southern Ontario is covered by a network of railway 
lines serving almost every portion of that great area. 
In the period I mention I have seen services discon- 
tinued, hundreds of miles of railway lines torn up, 
and in many other cases services contracted to the 
point where they are of very little use to the communi- 
ties concerned, 

I could give countless examples. In the 
community I come from, I have witnessed the development 
of uranium mines in the Bancroft area involving the 
employment of many aundneie of workers and the estab-— 
lishment of new communities. It is strange that co- 
incidental with this I have seen the discontinuance of 
the railway line from Lindsay to Bancroft which one 
would think would be essential to the servicing of the 
community. 

Now, I don't, sir, disagree with the great 
daily newspaper which we have which published something 
about this last Saturday. As a matter of fact, the dis- 
continuance of that service was approved of and was 
mooted long before. the discontinuance of one of the 
contracts, the Dyno contract, up in the Bancroft area. 
As a matter of fact, the growth of the Bancroft area 
and its development was done without ERE railway 
contribution, which seems to me to be a curious situa- 


tion. 
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This is simply typical of southern Ontario. Except on 
main lines or those serving large urban centres the 
railways in vast areas of Ontario have ceased to be of 
economic consequence. 

Now, sir, that is perhaps a very broad statement: 
it may be too broad a statement, but I think myself that 
in the main that is true, that the railways have ceased 
to be of real economic consequence, and I could take you 
to areas where networks of railways emanated from and 
where the country was served in all sorts of ways and 
where hundreds of people were employed, and today there is 
virtually no employment at all. 

I may ask how the railways expect to obtain 
business with antiquated, outdated services and practices 
which in many @ses are little different than they were 
at the end of the 19th century. Perhaps it is little 
wonder that, in the face of aggressive competition aimed at 
servicing people and industry, the railways have lost out, 
Perhaps one of the answers to the problem with which they 
are confronted is more modern, efficient equipment in line 
with 1960 competing in aggressiveness and efficiency with 
alternative services. As a matter of fact, sir, ser- 
vices of every kind should be able to compete. That is 
one of the things that produces better service, I think, 
here in Ontario, The Hydro Electric Power Commission, 
for example, for years had virtually a monopoly in power 
that perhaps it is a good thing for that system to be 
faced with competition from natural gas. 


Now, I think myself, sir, that is something that 
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should be looked at. I believe that if there were 
fast, flexible operations between the more outlying 
parts of Ontario and the larger cities there would be 
many people who would use rail services rather than the 
bus of truck, or, indeed, car, transportation on our 
highways. I suggest that management and the unions 

in the railway world sit down together and see what can 
be done to compete in an up and coming way with their 
competitors, There is all sorts of business available 
which would give rise to greatly increased employment, 
but many businesses simply will not look at the railways 
when they operate with outdated methods and equipment 
and with services which simply do not meet the require- 
ments of 1960. This is a problem for both labour and 
management to look at, and I would say they should look 
at it through a microscope pretty thoroughly if they 
want to find out why they are not getting revenues. It 
would seem to me that is one of the answers in the freight 
rate question, 

Now, having made my protest as one who comes 
from the wide open spaces, I will continue with this 
submission. 

No doubt some of the problems and difficulties 
of the railways are underestimated, Perhaps nowhere 
else is there a greater tendency for rigidities to 
develop than in the field of rail transportation. The 
fact that the railways perform a public service may 
on occasion necessitate a continuation of a particular 


operation in the absence of economic justification. 
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That, of course, is true of all business; it is true of 
the Hydro, it is true of the gas business, it is true 
of the banks, and every other business that is serving 
the public. On the other hand, because of their 
innate inflexibility and their inability or failure to 
adjust to new conditions, customs and habits, the rail- 
ways have not participated in the growth of our economy 
as fully as many expected. 

Although the answers to the questions I have 
posed are complex and difficult, they are, in our 
judgment, fundamental to a reformulation of railway 
policy. We live in a dynamic economy which is capable 
of conferring great benefits upon those who adapt them- 
selves to its needs. It breaks or destroys those who 
fail to conform, In speaking out for a reexamination 
of railway policies and practices we feel we are speakin 
in the interest of Canada as well as our province, 

We hope that from your deliberations will come 
recommendations that will assure for Ontario and Canada 
modern and efficient railways, possessing the capacity 
of adaptability to change and providing services 
consistent with the optimum development of Canada as 
a nation at rates that are equitable and fair to all 
regions in Canada and realistic in relation to the 
cost of providing services, 

We believe this course to be the best for 
Ontario and best for Canada in the long run, Ontario 
forms a large part of this nation, si twoingl p wouina say, 


sir, no more important than the rest of our country. 
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Some people think we like to say that, but we don't; I 
would say we are just in the partnership. 

It contains 34.2 per cent of Canada's popula- 
tion, accounts for half of its manufacturing output, 40 
per cent of its mineral output, one-third of its pulp 
and paper production, 30 per cent of its agricultural 
production, 37 per cent of all capital investment in 
Canada, and 38 per cent of all retail sales. In 
addition, it contributes approximately half of all per- 
sonal and corporate income tax collected by the Govern- 
ment of Canada. We believe, therefore, that we have 
an important stake in the railway eerie of this country 
and in the rates and other means by which they are 
financed. The establishment of rates that would result 
in the restriction of this province's trade would not 
only adversely affeet Ontario, but, indeed, the whole of 
Canada. 

In submissions I have made to federal and pro- 
vincial and other conferences I have underlined before, 
and I underline now, that what we say on behalf of our 
province we think is taken in balance of importance and 
great importance to the whole of the country. Now, we 
want to take this viewpoint, that the strength of Canada 
depends on the strength of the whole. The prosperity 
of other provinces contributes to the prosperity of this 
province and to the prosperity of the whole. We 
want to acknowledge that and underline that, and we don't 
want to make submissions on the basis of selfishness 


at all. You will readily understand that it is our task 
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and our job to make representations concerning this 

; portion of Canada; but, on the other hand, sir, maritime 

: development and prosperity and western development and 

. prosperity is as vital to us and is as agreeable to us, 

j and we count on it as being necessary to us as anything 

else. So anything we say I wish y u would take in that 
way » 

8 

5 If Omtario were homogeneous in all its parts, 

0 its transportation problems would be considerably less 

it complicated. In fact, there is a great variety of 

0 interests in the different regions of this province. 

13 The differences in economic structure between southern, 

14 southwestern, northern northwestern and eastern Ontario 

15 are quite evidence and require an assessment of their 

16 respective transportation needs and costs in keeping 

17 with their special requirements. For instance, in 

18 northwestern Ontario, railway rates, aggravated by 

19 horizontal increases, can be a serious impediment to 

20 the development of its resources, the export of forest 

1 and mineal products and also to established trade chan- 

22 nels and markets in that part of the province, I 

23 believe that recommendations are being made for the 

94 elimination of certain anomalies. In southwestern 

5 Ontario there is also a feeling of discrimination, 

26 Submissions are being made to you by representatives fro 


27 these regions as well as others. I am confident that 
28 they will receive the same careful consideration that 
29 you would extend to us in making this submission to you 


30 on behalf of the province as a whole. 
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This is, I believe, the first submission ever 
made by Ontario on railway transportation. It is of 
avery general nature and does not attempt to deal with 
specifics. It does, however, endeavour to set forth 
certain basic observations and principles. We do not 
propose, at least at this time, to go into detail. 

We understand, however, that in making this submission, 
which should be construed as only an interim one, we 
will not in any way prejudice our right to make further 
submissions or representations to the Commission at a 
later date. 

I wish to say again how pleased we are that 
you have come to this province and that you will at a 
later date be visiting and holding hearings at the head 
of the lakes. On behalf of the people of Ontario, we 
extend to you a most cordial welcome to our province 
and wish eeabvaes success in your endeavour to resolve 
these important problems of transportation, 

That is an introductory statement, sir, which 


I hope you did not find too lengthy. 
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THE CHAIRMAN: Thank you very much, Mr.Frost. 
I understand that your Legislature is in session and 
I suppose your duties are there as well as here. 

MR, FROST: That is right, but on the other 
hand we are glad to take time out. 

MR, CUMMING: Mr. Chairman, I understand from 
ewe Mr. Frost has said that his government will be mak- 
ing a further submission at the later sittings in Ottawa 
and I would like to reserve any questions I may have on 
pehalf of the Commission until that later stage. 

MR. HUME: Mr, Premier, my name is F. R. 
Hume and I represent the Canadian Trucking Associations. 
I do not wish to cross-examine you but because of the 
interest in the other provinces of Canada I would like 
to have you confirm for the record that so far as high- 
way transportation regulation in this province is 
concerned that control into the entry is regulated 
by requiring a certificate of public convenience and 
necessity from the Ontario Highway Transport Board? 

MR. FROST: yes. 

MR. HUME: And so far as the rates are con- 
cerned, this province does not in any way regulate nor 
repire the filing of direct transport rates? 

MR, FROST; That is right. 

MR, MAURO: My name is Mauro and I represent 
the Brovince of Manitoba. I want to say, Mr. Prime 
Minister, that we are very interested in the submission 
of the Province of Ontario. I think it conforms in 


many respects with the submissions that have already bee 
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made by the Premier of Manitoba. As you know we are 
particularly concerned with the impact on present rate 
policies, particularly on the long haul provinces, 

You have mentioned in the first chapter of your submis- 
sion that this, in fact, has a very marked impact on 

the development of northwestern Ontario. I have 
assumed from this submission that the Province of Ontari 
is taking the position that this Royal Commission should 
make a very full and searching examination of our entire 
rate structure with a view to reappraising it in the 
light of modern technological and modern economic in- 
terests in Canada. Is that correct? 

MR. FROST: That is right, yes. I went 
somewhat further on one particular aspect, I said that 
labour and management are interested in transportation 
COO. 

MR, MAURO: Just one other point that perhaps 
you are in a position to advise us on. On page 4 of 
your submission where you mention that railways perform 
a public service and may on occasion insist on the 
continuation of a particular operation in the absence 
of economic justification, The Province of Manitoba, 
Mr. Prime Minister, has suggested that, for instance, 
in the field of passenger services that when these ser- 
vices are required in the national or public interest 
then perhaps the public treasury should meet the losses 
occasioned thereby rather than placing the burden from 
the railways on the freight shipper? 


MR, FROST: Well, Mr. Mauro, on that point I 
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would prefer perhaps that you direct your questions to 
those who will follow. My reference there is this: 
taking into account the whole picture, because some 
particular operation was not economical, it was not a 
reason to discontinue that if the public interest at 
large required that. Now, I would prefer that the 
railways would be able to pay their own view, you 
understand, and perhaps I might have used that more from 
the standpoint that when you take the operation as a 
whole what the railway or railways can do for the coun- 
try and the business they get, then some of these things, | 
the services which actually are not paying, would be 
justified. I have not been opposed to subsidization 
on certain things; I think in the interests of our coun- 
try that is required in cases, On the other hand, I 
think you have to take that picture in balance and that 
is something for the Commission to ponder over, 

MR. MAURO: The one fact I would like to ask 
you about and your colleague may want to answer this, 
but we have in light of this general approach a necessary 
reappraisal recommended by the Province of Manitoba that 
a Board, some type of research directive board be estab- 
lished on the federal plane to attempt to better integrat 
and point these many transportation changes in Canada, 
pipe line, highway, air, water and rail, and that this 
is a necessary forward step in the light of the various 
aspects on transportation in the Dominion of Canada today 
and to ask whether you are prepared to say whether or not 


the Province of Ontario would support such a proposal? 
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MR, FROST: Well, I. do not know. I have 
not studied or considered this and I do not know the 
practicability of it. You must remember that some 
transportation is provincial and how would you handle 
that with a federal board? 

MR, FRAWLEY: My name is Frawley and I am 
here today as counsel for the Province of Alberta. ai 
am delighted to hear you say that natural gas is not 
only good in and of itself but you think it is good 
for Ontario Hydro, We could not ask for more than 
that. 

I have not a single exception to take to the 
first part of your brief that you have read, and, there- 
fore, I do not propose to ask you anything about it, 
May I say while I am on my feet that I have given your 
brief a very cursory examination and may I say now 
that I am very much struck by the very forceful reasoning 
it contains with regard to the very important matter of 
value of rates against cost of service in the Canadian 
freight rates structure, 

MR, McDONALD: Mr, Premier, I represent the 
Canadian National Railways and I just received a copy 
of your brief before lunch today so I have not had much 
opportunity to study it. Later on, I understand, we 
will have the opportunity of cross-examining some of 
your assistants in Ottawa. 

However, there is one part in your own hand- 
writing, as it were, some railway operating up around 


Lindsay that is not doing what you want it to do, 
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MR, FROST: Mainly the C.N.R. 

MR. McDONALD: Well, you know the amount of 
money that the railways have spent on new equipment since 
1945 trying to regain some of the business -- it is 
in the millions. You suggest they should have better 
equipment? 

MR. FROST: Well, I would say this, and I say 
this to your competing company, the C.P.R., it just does 
not add up to me. Now, in taking the area I come from 
-= I could take a dozen other areas in Ontario, more 
than that, because almost every section of the province 
somes into it, with the immense development in Ontario 
we have had two million people added to our population 
in the last fifteen years. That is, we have added 
half to our population in that time. The tempo of 
business has everywhere expanded. You see buildings, 
expansion in industry, and I am not making an election 
speech or anything like that, but you can see that. It 
is a curious thing when you see the contraction of 
service to the point where it is almost a nullity in 
many places. Now, why is that? Surely that is a good 
question, I cannot imagine why today it would be 
cheaper to service an industry, for instance, in Haliburtan 
with a truck over all those miles of road and everything 
else, with the driving conditions and whatnot, than it 
would be to service it if there were an efficient ser- 
vice on the railway line. It would seem to me that would 
be the answer, 


Now, as a matter of fact, how do you expect 
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people to travel there? It used to be that I would 
travel from Lindsay to Toronto a good deal by train 

and I could leave Lindsay at eight o'clock in the morning 
and be in Toronto in time for business, Then I could 
leave at five or five-thirty in the afternoon, and that 
used to be one of the sayings, that was one of the 

best things about Toronto,the five-thirty train back to 
Lindsay. 

Now, to travel by train is simply out of this 
world because the transportation is slow and there is 
no real effort,as I see it, to accommodate the public. 
No wonder they go on the bus, It seems to me -- I do 
not profess to be an expert at all -- but I Resa 
where there is a. railway line built and they are all 
over southern Ontario, surely with the railway lines 
which are there, that have been built. -- direct lines -- 
and in many cases they are controlled access lines in 
many ways, why you should not be able to build up 
business with methods that are consistent with making 
them efficient. That is the question. I do not 
see how you ih get any more business by curtailing 
ang curtailing and having one service a week, and that 
sort of thing. I do not see how you can do it. I 
do not think that is the answer. 

Now, you may say that the province maintains 
the se ana and collects gasoline tax,and so on, but, 
remember that these truckers, we try to tap them too, 
They howl and protest about that, but we try to tap 


them and we do. I would point out that these lines are 
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built, they are there, and surely it is better to make 
them pay than pull them up, and yet that is happening 
all over the place. 

MR. McDONALD: I think what the railways have 
tried there, we have had that same suggestion before 
about passenger service and a faster service, and we 
have put it on and tried it out and lost money. We 
have asked, "What do you suggest for schedules?" There 
are a number of cases there where we say that once a 
person has a private automobile he will not ride on the 
railway. That is from the railway standpoint. 

However, in the freight services I would point 
out both railways have spent a lot of money on new 
equipment trying to recover and hold and develop their 
freight services. They have to do that these days. 
However, we will certain take into consideration all 
the suggestions which you have made. 

MR, FROST: I might say I have said this -- 

I realize that what you do is what they say, but I have 
said that to the management of both lines, Actually, 
you could take a bus or you could have goods delivered 
to Bancroft and perhaps you people ought to have a look 
at that. That is what I say, perhaps labour and 
management ought to get together on that. 

MR. SINCLAIR: Mr. Prime Minister, my name 
is Ian Sinclair and I represent the Canadian Pacific 
Railway. 

Now, Mr. Prime Minister, you say on page l 


that the railways are fundamental to the creation of 
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Canada and essential to its economic development. After 
referring to the other modes of transportation you say 
that they are a vital part of the economic framework 

of the nation. Both Ontario and Canada at large, I 

take it, is what you have in mind? 

MR. FROST: Oh, I think that could be en- 
larged upon, 

MR. SINCLAIR: The point I would draw to 
your attention is this, in the light of those submissions 
you would agree, I take it, with the submission of the 
railways to this Commission that financially sound rail- 
ways are essential to the economic well-being of Canada? 

MR. FROST: I would agree with that, yes. 

MR. SINCLAIR: And you, sir, would also agree 
that for these railways to be financially sound they 
should receive just and reasonable remuneration for the 
movement of every segment of freight traffic that they 
earry? 

MR. FROST: Subject to this, MR. Sinclair, 
more and more they will have to be competitive, otherwise 


all you do is price yourself out of the market. 
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MR, SINCLAIR: Quite so; but, in relation 
to your costs, as you point out on page 4, they should 
receive rates that are realistic in relation to the cost 
of providing the service; that is whatyou say at page 4? 
MR. FROST: Subject also to this, that I thin 
you people, in your costs of operation and your methods 
should do everything possible to get our costs down. 


There is no use operating an inefficient service or 


arrangement and then matching that with a rate that is 
going to pay for it, because people would not use it. 
If you are going to price ourself out of the market -- 
I would say, myself, that coincidental with rates you 
have got to look at your costs and doing business and 
the methods of your operation. 

MR, SINCLAIR: What you are saying, Mr. 
Prime Minister, is that the railways must be financially 
sound and they must be efficient? 

MR, FROST: Absolutely. You take those two 
together and perhaps you are getting somewhere. r 
think they have got to be efficient; I think they have 
got to be well run, and they have got to have Lafitte to 
cost, and I think with that, if that is done, I think 
there is more business to be obtained. I say this 
to the men who work on the railways: I think there is 
more employment to be obtained if such is done. I 
think this might be a good time to look at railway 
operations as a whole and see what is happening. is 
have seen in this province railways that were instru- 


mental in the building up of this province and this 
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country simply disappear. I have seen your own rail- 
way tear up a line between Port MeNicoll and Lindsay, 
and, down on the seaboard, I t#ave seen taem tear up 

a line. 

MR. SINCLAIR: Would you agree, Mr. Prime 
Minister, that if a service, after being properly ap- 
praised, is not an economic service, and, looking for- 
ward in a proper way, tnat it cannot be economically 
justified, then action should be taken so that it does 
not become a burden? 

MR, FROST: That is right; I agree with tnat 
-- subject to this: I don't agree -- I find myself in 
didagreement that you should have been put out of 
business. 

MR, SINCLAIR: Well, there is a time for me 
to make my submissions to this Commission, and, much as 
I would like to take this opportunity, I think my 
friends would object to it. 

In a number of places in your brief you make 
reference to the fact that the railways should operate 
as business enterprises: for instance, I think it is 
on page 24, you recognize the railways, as any other 
economic instrument, must be able to earn a reasonable 
return on its investment. This is a matter of prin- 
ciple and not a matter of detail. 

THE CHAIRMAN: Well, that will be dealt with 
by another witness. 

MR, SINCLAIR: Well, I don't think the Prime 


Minister would object to my quoting from the brief 
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presented by his Government. 

MR. FRAWLEY: Mr. Chairman,we understood the 
Prime Minister was to confine himself to Chapter 1, and 
that any questions should be confined to Chapter l. 

THE CHAIRMAN: I think we will stop there, Mr. 
Sinclair, on that, 

MR, FRAWLEY : There are a lot of things I 
would like to go over with the Prime Minister and get him 
to agree on -- just restate them, 

THE CHAIRMAN: Well, I would not let you, and 
I don't think I will let Mr. Sinclair. 

MR. SINCLAIR: Very well, Mr. Chairman, I 
won't refer to anything in the brief. 

Mr. Prime Minister, it is the position of your 
government that the railways, from what you have said 
today, should operate as business enterprises? 

MR. FROST: That is right. 

MR, SINCLAIR: And they should stand on their 
own feet. -= I think you used that phrase earlier? 

MR. FROST: yes =- I say simply with this 
qualification, when I was talking to Mr. Mauro, that I 
am not ruling out in a big country like this, with all 
of its problems and difficulties, and the necessity of 
bringing along areas of the country that are under 
disability by way of distance and so on -- I am not 
ruling out the question of subsidies in those cases. 

I am bound to say that where there are subsidies I think 
this applies to government subsidies generally,but they 


should be directed at bringing those places along so they 
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can take care of themselves in the course of time. 

MR. SINCLAIR: It would be your position 
that federal government subsidies should be resorted to 
as a last resort and after it had been clearly demon- 
strated that =--- 

MR. FROST: I had better look and see what I 
have done, myself, before I answer that. 

MR. SINCLAIR: Well, Mr. Prime Minister, you 
can plead the amendment, but in regard to transportation--- 

MR. FROST: I would say this on that question: 
you have got to take chances in a big country like this, 
with our possibilities; and there are places, no doubt, 
wnere it very well pays the province or the federal 
government or indeed the municipality to take some chance 
in doing something which in the end is going to pay off. 
People may say that is speculative, that that is getting 
the government into matters of speculation, and I agree 
that you can carry that principle altogether too far, 
but I do think that you have to regard the question of 
subsidies and assistance from that standpoint of trying 
to get certain places, certain resources and certain 
industries of this country on their feet, and get them 
into a position that they can pay, and then, when they 
pay off, why, the fact that they do help some other 
place when they are getting into difficulties -- I would 
not be dogmatic on this point. 

MR. SINCLAIR: When you referred to page 4 of 
your brief, when you were discussing it with Mr. Mauro, 


you referred to the fact that there may be some services 
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that were uneconomic and had to be carried on, and you 
referred to that as a general business practice, and I 
think you made reference to facts? 

MR, FROST: Well, the bank is on my trail, 
but I think in conducting any big business that it pays 
-- that as part of the service, that in some places it 
may not add up to a net profit, but in other places the 
racer you have that service helps to make that end of the 
business pay. 

MR. SINCLAIR: Quite so, and I think there 
would be general agreement in principle with some of those 
things. Let me keep to banks for the moment. 

MR. FROST: Well, I wanted to get away from 
them, myself. 

MR. SINCLAIR: °©So does everyone, sir, but 
unfortunately they are with us. However, I wanted to 
keep them in the analogy in which you put them to Mr. 
Mauro. Let us _—" for want of a better example, 
the Toronto=Dominion Bank, and it happens to have a 
branch in a certain area and it finds that that branch 
is uneconomic. Now, there is no law that compels that 
bank to maintain that branch, is there? 

MR. FROST: No, not that I know of. 

MR, SINCLAIR: And there is no law that com- 
pels that branch of that bank to provide service at any 
fixed amount of return to it; that is correct, isn't it? 

MR. FROST: No, except the general laws; I 
mean the general laws of commerce. 


MR. SINCLAIR: That is right. 
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MR.FROST: That they charge you 25 cents to 
cash a cheque, and a lot of other things -- they don't 
charge a rate because --- 

MR. SINCLAIR: For many years they used to 
cash cheques as a service, and they found, when their 
costs went up, they could no longer do that and they had 
to implement a charge; would you think that would be 
quite proper? 

MR. FROST: Yes, 

MR, SINCLAIR: And would you think that same 
kind of approach should apply to the railways? 

MR. FROST: Well, I don't know, that is a 
pretty general kind of question. I think you can get 
this down to this, that I would go with you on this 
principle, that I think the railways ought to pay their 
way. I tink, coincidental wit that that the rail- 
ways ought to operate their business in a way that is 
going to build up business, You used the Toronto- 
Dominion Bank, and I see advertisements by that bank 
around the country telling of the good service they give, 
and they do give good service. I don't want to dis- 
agree with what you are saying, but I think this, that 
rates, the ability of the railways to pay their way, 

I will go with you on that,*> but I think they have got 

to give service and get out and dig for business and 

make the other fellow hustle. In Ontario, my point 

of disagreement is that I don't think they are doing that 
MR. MAURO: Just because we talked about 


truth this morning, on that one analogy of the Toronto- 
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1 | 
; Dominion Bank, that should be compared with what the 
: Revert dunbuiinion Bank received from governmental 
: sources, and the millions of dollars and millions of 
: acres the C.P.R. received. 
THE CHAIRMAN: Well, I am sure we all realize 
that. 
7 
P MR, FROST: That, sir, is getting over my 
5 depth. 
10 MR. SINCLAIR: In dealing with what you said 
11 to me about the railways, the Commission had the advan- 
‘9 tage this morning of hearing from the St. Catharines 
13 and District Chamber of Commerce, and in relation to 
14 one matter I want to know if you would agree with ig 
15 and this had to do with where they said this: 
16 "In our opinion the earnings of other 
7 businesses and investments should not be taken 
18 into consideration when setting rates." 
19 That was the submission this morning to this Commission 


20 of the St. Catharines and District Chamber of Commerce; 


a1 would you agree with that statement? 


22 A. What you mean to say is that the business 
93 -- or the total business should be segregated? 
24 THE CHAIRMAN: I think you should explain to 


25 the Premier just what you do mean, Mr. Sinclair. 

6 : MR. SINCLAIR: I will tell you this, sir, that 
27 there is part of this Order in Council that asks whether 
28 and to what extent the Railway Act should specify what 

29 earnings and assets from other than rail businesses 


30 Should be taken into account. 
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THE CHAIRMAN: You might explain what"other 
income" includes, 

MR. SINCLAIR: Very well. Canadian Pacific, 
as youmay know, Mr. Prime Minister, is engaged in a 
number of businesses and has interests in a number of 
businesses: for example, it has a stock interest in 
Consolidated Mining and Smelting which it purchased. It 
has an interest in certain timber lands which it pur- 
chased, It has an interest in certain 

MR. FRAWLEY: Don't forget the oil in Alberta, 
because that would be the place to put it in -- after 


the timber. 
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MR, SINCLAIR: And it has an interest in 
certain mineral rights in Western Canada which it earne 
and got clear title to just like the homesteaders, 

MR, FRAWLEY: Twenty-five million acre grant. 

MR. SINCLAIR: I was asked to explain it. 
Maybe you would like Mr. Frawley to try to do it better, 

THE CHAIRMAN: I will accept the fact that it 
is involved, Mr, Frawley was giving a definition of 
the word. 

MR, FRAWLEY: My friend raised it. So I am 
going to remind him about the oil. revenue, 

MR, SINCLAIR: Very well. In any event, that 
is the way I understand the situation, and possibly Mr. 
Frawley might disagree, but he disagrees quite often, 
so don't be concerned about that. 

MR. FRAWLEY : With you. 

MR, SINCLAIR: Maybe that would answer the 
Chairman's question, "Would I explain?" To complete 
the picture, take the Canadian eee also has an air 
line and it also has certain steamships, and in some 
years these enterprises other than rail make money, in 
some years they make less, some years more, and in some 
years some do not make money but have losses, sometimes 
substantial losses. For instance, they have hotels, 
and in some years those make money and in some years they 
do not. The Board of moanune ct Commissioners have 
designated what is to be taken into account in fixing 
rail rates, what assets are to be looked upon as rail 


assets. For instance, the communications business is 
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part of it -- no matter whether it is taking railway 
messages or providing other types of communications -- 
and the express company in all its aspects -- highway, 
foreign exchange, transmissions of money -- that is all 
part of it, and me Board has so decided these things, 
but it has not taken into rail such matters as hotels, 
ocean steamships, U.S. railways Canadian Pacific may 
have an interest in, Consolidated Mining and Smelting, 
timber rights they may have purchased, mineral rights 
they may have earned, and matters of that kind.- That 
is the situation. 

In the light of that, I put it to you whether ydqu 
would agree with the proposition that the St. Catharines 
Chamber of Commerce has submitted to this Commission 
this morning, which was to this effect, "In our opinion 
the earnings of other businesses and investments should 
not be taken into consideration when setting freight 
rates," 

MR, FROST: Was there a question directed to 
the things you mentioned, such as Consolidated Mining 
and Smelting? 

MR, SINCLAIR: Yes, they specifically pointed 
out --- 

MR, FROST: I understand from what you say 
that the Board of Transport Commissioners has not in- 
cluded that in those? 

MR. SINCLAIR: Yes. 

MR, FROSTs: Let me ask you another question. 


If they did include that, how would they deal with a 
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railway that did not have those assets? 

MR, SINCLAIR: I can only suggest that they 
let them go to pot, because you cannot give them what 
they have not got. 

MR, FROST: You had better reach that question 

MR, SINCLAIR: But that points up one of the 
considerations that would concern you. Is that what you 
have in mind? 

MR, FROST: I asked those three questions. 

You have to treat etady dna same, haven't you, in this 
business, in the railway business? I suppose that is 
what the Board of Railway Commissioners has done in past 
days. They have regarded the fact that perhaps one 

of the railways has not got those assets. I might say 
that we have a railway here in Ontario, a very fine one, 
Northland. I would say this to you, that that railway 
does not own any mines or oil wells or lands or anything 
of that sort. 

MR. TURVILLE: Excuse me, My friend is 
pursuing a line of inquiry arising out of some material 
that appears later in this brief, and I submit he should 
pe confining his questioning on that to the later witness 

MR. SINCLAIR: Let me say this, in the light 
of what you have said, sir. The Province of Ontario 
owns a railroad. It also has a very profitable busi- 
ness in the dispensation of beers, wines and liquors. 

THE CHAIRMAN: If the Board is getting into 
the liquor business as well we willbe here for some time. 


MR. SINCLAIR: I just want to ask the Prime 
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Minister if he would think that the profits from the 
liquor business of Ontario should be taken into account 
in fixing the rates that should be charged on the Ontario 
Northland which it owns? 

MR, FROST: No. 

MR, SINCLAIR: The answer is No, sir. Thank 
you. 

Now, Mr. Prime Minister, there ais one 
other thing I wanted to say to you. You mentioned the 
question of horizontal increases, and my friend has 
already brought that up. I take it it would not be your 
position, Mr. Prime Minister -- in any suggestion that 
you would make with regard to freight increases, you | 
would not want to be unfair to the short haul shipper 
so as to favour the long haul shipper? That would not 
be your position? | 

MR, FROST: I think, Mr, Sinclair, with that 
question, you had better discuss that ery the gentleman 
who has given a great deal more attention to it. ne 
think you have got to look at this picture from the 
standpoint that the short haul shipper and the local 
shipper should receive justice in this picture as well. 

I might say this, that it may be that what has happened 
in rates is one of the reasons that you are being put 
out of business in so much of Ontario today, just the 
fact that a) have horizontal increases across the board, 
which means that by reason of those things the railway 
in a large part of Ontario are just not competitive 


any more. 
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MR, SINCLAIR: Mr. Prime Minister, you have 
been in public life a long time? 

MR, FROST: Some people too long. 

MR. SINCLAIR: I would think you would agree 
from your experience in public life that people who have 
not the responsibility of government are some times prone 
to suggest that things should be different than they are 
and, indeed, to suggest that if they were there things 
would be a lot better. Have you noticed that? 

MR, FROST: I have noticed that very often. 

COMMISSIONER :GOBEIL: Mr. Frost, it is very 
refreshing to see you giving information as the Prime 
Minister of Ontario, I as a resident of Quebec would 
like to recall to you that Quebec was also, like Ontario, 
staying away from these Royal Commissions. Like Ontario 
too at this time we have changed our minds and, as you 
may know, Quebec City was the first city outside of 
Ottawa where that commission sat, but at that time there 
was no brief, just a formal talk. Being from Quebec, I 
suggest that they could have prepared a brief, but they 
waited so you would prefer a brief ieee. 

MR, FROST: I may say that Quebec has always 
peen a great neighbour of ours, and perhaps if they 
thought there was a way of making things a little easier 
for us they would do it. Our submissions are, I think, 
pretty general in nature, They are designed to be, and 
we hope they will be, helpful. We want to extend you 
very assistance, Mr. Gathercole is the head of our 


Economics Department. Having entered into this matter, 
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can assure you that we are anxious to be helpful. We 
think that from this will come the solution to a great 
Canadian problem. My references to, you wiehbbaay, 
rural or provincial Ontario -- it hurts me greatly to 
see the decline in railway business when I look at 
communities that have employed hundreds of men, and 
every year the number gets less and less -- it seems to 
me that the place for the little community, the short 
haul man, is going -- and I do not like to see these 
people throw up their hands and say that they cannot 
compete here and they have to haul up their lines, and 
so on, If that is the case it will be a question of 
erosion, and the great railway systems that we have in 
this country will ultimately come to naught and they 
will be of little consequence. I do not look at the 
railways that way. I myself think there are great 
possibilities if the effort is really made to make them 
serve the people. I think a lot of their troubles 
in that way will be overcome. 

THE CHAIRMAN: This morning we did not have 
a complete Commission, in that Mr. Mann was snowed in 
in Moncton. However, he is here now, and I present him 
to the gentlemen who are here. He is a graduate of the 
University of Toronto. His parents live in the City 
of Toronto. He is a student of Dr. R. G. Currie of 
the University of Toronto. Dr. Currie, we are pleased 
to say, is one of the advisers of our Commission, and 
an adviser very much appreciated. Dr. Mann. 


COMMISSIONER MANN: Mr. Chairman, you have 
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been very kind to introduce me at this time. I am 
awfully sorry, Mr. Prime Minister, and I was incon- 
venienced by being snowbound, However, I felt that 
eee nad aah e I ought to do something about the 
passenger deficit of the Canadian railways and I there- 
fore came part of the way by train, It is a pleasure 
to be here, and I git in considerable awe of the 
Prime Minister sitting in the central chamber of the 
institution from which I graduated, 

THE CHAIRMAN: Thank you very much, We 
will now release you, sir, to your other duties, and 


we will adjourn for five minutes. 


14 ---Short recess, 
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THE CHAIRMAN: All right, Mr. Turville. 

MR, TURVILLE: Thank you, Mr. Chairman, 

As was indicated previously, following Mr. 
Frost's presentation of the first portion of the submis- 
sion we propose to ask Mr. George Gathercole, Deputy 
Minister of Economis for the Province, to present the 
rest of the brief, and he has been assisted in the 
preparation of it by Professor Lorne McDougall, and it 
was our hope that, perhaps to save a little time, Mr. 
Gathercole, as the responsible deputy minister, would 
reply after the presentation of the submission to any 
questions of a general nature that might be addressed 
to him, and if there are questions of identical nature 
that Professor McDougall, as the economist and chairman 
of the committee, who was responsible for the assembly 
of this submission, would be allowed to answer those. 
It would paiinen have some duplication if they decided 
between them who was to answer. 

Mr. Gathercole, if I may. 

MR. GATHERCOLE: I would simply like to 
preface my- reading of the main part of this submission 
by emphasizing again that the submission is of a 
general nature, Mr. Chairman and gentlemen; it repre- 
sents observations and impressions and principles which 
we ourselves believe in; -We consider ourselves, how- 
ever, to be sensible people, and if we can be proven 
wrong in anything that is submitted here, then we would 
certainly be prepared to accept it. 


As I say, we have not sought to get into 
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specifics at all and did not at this time anticipate 
that we would be exposed to cross-examination, However, 
we are very desirous of cooperation, accommodating our- 
selves to the wishes of the Royal Commission in any way 
that we can. 

So I would simply commence here by saying: 

A railway transportation policy is not to be 
discovered in isolation. It is a part of the whole 
process of national development. Railways -should 
contribute to the growth of other segments of the 
national economy, and must themselves be nourished by 
the growth of the nation which they serve. A discus- 
sion of the nature and changes in Canadian development 
as it is currently progressing is therefore the first 
step in setting the problem given to your Commission 
into its full context. 

Canada is a land of growth. This is immediate 
and obvious if one contemplates the current levels of 
growth in population and of investment in new capital 
goods, It is clearer still if one goes on to a compari- 
son of the size, wealth, and importance in international 
affairs, of putaetde in 1960 as compared with Canada of 
1900. 

This growth in wealth and power is no doubt 
partly due to a favourable external environment. Other 
nations need many of the materials in whose production 
Canada has a position of special advantage. But first 
importance must be given to the fact that Canadians, 


as individuals, are united in the idea that growth and 
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economic progress are desirable and they are prepared 

to bear the costs which are the inevitable concomitants 
of growth. They have been willing to recognize that 
growth and progress impose immediate costs as well as 
confer ultimate benefits, For growth is never a mere 
matter of uniform expansion of every part of the economy. 
Some industries always grow at a very high rate, some 
hardly at all and some actually decline. Growth 

means change; and change means cost -- cost not only 

in new capital investment but to the people who are 
compelled to leave one occupation and to take up another, 
and perhaps to change their place of residence, so 
serious may be the effects of change that steps are 
required to cushion the impact. In the end, however, 
progress must depend on adaptation, 

Canada must surmount another obstacle: since 
Canadians live next to one of the dynamic economic 
sebediniee oy of this world, decisions on major questions of 
policy in Canada are always politico-economic decisions, 
they can never be economic decisions purely. Nations 
less intimately exposed to pressure of this kind may be 
able to afford the latter luxury; Canada cannot. 

Here then are the great moving forces behind 
the Canadian interest in national growth and development. 
Up to the end of the third decade of this century, 
people tended to accept growth as they accepted light 
and air. Sometimes there was more of it than at 
other times, but it never disappeared. In the 1930's, 


not only was growth cut off for a time, but the revival, 
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when it did come, was weak, halting and uncertain. It 
started from a very low base, it was interrupted in 
1937-39, and did not get back to the level of output 
taken for granted in 1929 until 1940. Since 1945 we 
have enjoyed a rate of economic expansion unprecedented 
in our history. 

The depression of the 1930's was an extended 
and infinitely painful lesson in the burdens of eddnomie 
stagnation. In the same terms, it was a lesson in the 
value of economic growth as a cleanser and sweetener 
of economic relations. Where there is growth, men can b 
independent because they are working rather than eating 
the bitter bread of the dependent. They can shift out 
of jobs which are not interesting or rewarding to other 
dareertent which is both, 

Progress has its own costs; but the Canadian 
community has shown that it is willing to pay them 
pecause they are far less onerous than the costs of 
stagnation. 

What has happened, almost unnoticed, is that 
the mould in which Canada was cast in the beginning 
of the modern period -- exports from the prairie west 
providing the integrating factor in the Canadian 
economy -- has been broken, Grain is still exported 
in large quantities, but it is now one among a number 
of important export items. Its old position of 
dominance has been submerged by the growth of other 
great industries. And exports as a whole, while still 


of the first importance, are no longer s0 large a share 
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of the total national output as they were a generation 
ago. 

It is against this background of a developing 
nation willing to follow the pattern of development 
which the application of science and changes in the 
external environment make possible, that transportation 
must be viewed. The railways must be a useful and 
productive part of a dynamic and growingly productive 
economy. Unless they too can "pay their freight", 
they also will be eee into the discard. 

The Declining Relative Power of the Railways: 

In the 19th century the railways were not only 
the great growth industry of the whole economy, they 
divecaieo the one in which the individual units were 
largest. Every other part of the economy had to look 
to them, because the level of railway rates which it had 
to pay could make or break nearly every other industry. 

The crucial fact about the present situation 
of the railways is that the era of buoyant growth came 
to an end in the second decade of this century; and when 
it ended, the dominance of the railways no longer held 
over most areas. Their problem is that, though 
conditions have been greatly changed, they are still 
operating under many of the old rules established before 
World War I, which are no longer tenable. 

The detailed proofs of the statement that 
the railways are about forty years away from their peak o 
influence and are now a declining industry are given in 


Appendix I. Those who want to follow this closely are 
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referred to it. What follows is a rather brief con- 
spectus of the arguments presented there in detail. In 
order to avoid the complication of changes in population, 
all data affected by it will be put upon a per head 
basis, 

The freight traffic always has been the major 
source of railway revenue and is becoming progressively 
more important as passenger business shrinks. The one 
long-period sight on the changes in it is the figure for 
the tons of freight carried per head of population 
which is available from 1875. It includes freight 
received from foreign connectors plus freight inter- 
changed between railways in Canada. As such, it in- 
cludes duplications. This is regrettable but un- 
avoidable; no other long-term series is available. 

It is very easy to recognize in this series 
showing the per capita tons of freight carried the 
powerful upward trend ending in the 1920's (the data 
of the first ten years have been omitted for ease in 
plotting only. They show a doubling of traffic in 
that short period) and, despite the disturbance of 
dete eee in the 1903's, the generally downward trend 
since that time (Graph I). The all-time high figure 
under conditions of peace was reached in the year ending 
June 30, 1913 at 14,23 tons. The absolute peak was 
reached in the first war, not in the second; and the 
downward drift in the years since the last war is quite 
pronounced, The year 1956 was the peak of the postwar 


boom and produced a total of 13.28 tons of freight per 
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hehe’ or 6.7 per cent under the ka set forty-three 
years earlier. 

A second order trend line has been fitted to 
the data and illustrates the extent to which the trend is 
now downward. The fact that there is a low degree of 
contact between the annual data and the curve is due 
to the depth of the depression of the 1930's. 

An examination of the net total of freight 
originated on Canadian lines and receifed from foreign 
connections (Graph II), does very little to modify 
the impression created by the first graph. It is 
clear that there has beenno net gain in the per capita 
amount of traffic Warriied and the indication of a down- 
turn since 1945 is plain. The appearance of a strong 
recovery in 1956 is subject to qualification. Out of 
the total of 11.76 tons per head in that year, 0.85 tons 
were contributed by iron ore on the Quebec, North Shore 
and Labrador Railway which has no rail connection with 
the rest of the railway network of the country. if 
such traffic were excluded in each of the years 1955 
to date, the indication of declining traffic would be 
both strong and unquestioned, 

In total, railway freight traffic is increasing} 
but it is not keeping step with the population increase, 
and it is falling still further behind the economic 
growth of the country. (Breaking down these aggregates 
into tons originated on Canadian lines, by commodity 
class, one gets Table 1 which gives three representative 


five-year averages, at 1925-29, 1935-39 and 1954-58. ) 
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TABLE 1 


Average Number of Tons of Freight Traffic 
Originated in Canada and Received from 
Foreign Countries, per Head of Population 


Product Class 1925-29 1935=39 1954-58 1954-58 with 
1925-29 = 100 


Agricultural 257L 1.53 1,84 68 
Animal 0.33 0.21 0.12 36 
Mines 3.80 2.57 4,10 7 108 
(3.52) (93) 
Forests 1.58 0.76 1.04 66 


Manufactures and 
Miscellaneous 2.43 1.2 3.01 124 
(Carload only) 


Merchandise 0.45 0.20 0.13 29 
(TieG ele) 
Total 11.30 6.99 10.26 91 


Compiled from D.B.S. Summary of Monthly Railway 
Traffic Reports (annual) and its successor 
publication Railway Freight Traffic. 


a. Excluding the iron ore traffic of the Quebec, 
North Shore and Labrador. 


Statistics reveal that out of the six major 
classes of freight, agricultural, animal, mines, forest, 
manufactures including ss uaiiia varias (carloads only), 
and merchandise, only two -- mines and manufactures in- 
cluding miscellaneous -- registered increases in traffic 
per ak petween 1925-29 and 1954-58. The mine products 
is an ambivalent case; if one excludes iron ore loaded 
on the Quebec, North Shore and Labrador which is clearly 
a special case (up to the present and,probably for a numbe 
of years to come, the owners of the line are, and will be, 


the only shippers over it. It is, therefore, closer in 
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nature to part of the plant facilities for the produc- 
tion of ore than it is to being a common carrier), then 
the traffic per head turns down and Eat up. 

No such careful scrutiny is necessary to 
determine the trend of the railway passenger business. 
It is declining in quite extraordinary fashion, even 
though figures include commuter traffic around the 
major cities. (See Graph III, siewihe the number of 
passenger journeys per head of population, 1885-1958. ) 
The all-time peak came before the first war and the 
figure for 1958 is lower than anything known since this 
series becamé available in 1875. 

Railway passenger miles (see Graph IV) have 
peen available from 1907. The 1958 figure of 146 
miles per capita is about one-half of the lowest figure 
in any year before the first war; and the decline is stil 
unchecked, 

The statistical record suggests that there has 
peen a perceptible decline in the per capita volume of 
railway freight traffic and a very marked decline in the 
volume of passenger traffic. In terms of revenue as a 
proportion of our gross national product or total income 
the retrogression is even more dvd: Whatever the 
railways may have been in their days of greatest power 
and influence, they are so no longer. There has been 
an irreversible change in their position in society 
in the last forty years; and there is no indication that 
this relative decline is now ARGU. Unless full 


account is taken of these trends, no sound recommendation 
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for the future are possibile. 
Chapter IV: 

The Nature and Causes of the Declining 
Importance of the Railways. 

The preceding section demonstrated the extent 
of the decline of the railways in the last forty years 
and dated this movement as beginning in the second 
decade of this century. It remains to ask why the move-=- 
ment started then, and why it has since moved so fast. 

The first thing which must be said is that the 
rise of motor competition did not initiate the decline, 
although it was later to have a profound effect. As a 
matter of fact, the commercial carriage of goods by road 
did not rise to significant levels until about 1928. 

It is therefore clear that it was not the pressure of 
motor competition which ended the growth in railway 
freight per head of population, in the period 1913-20. 

Any attempt to explain this basic change is 
bound to be in some degree defective because it fails to 
do full justice to the intricacy of the causal factors 
involved; but the simplest explanation of a large part 
of it is that, up to the outbreak of the first war, 
Canada was growing, becuase it was doing more of the 
same kinds of things. It was growing more wheat and 
carrying larger herds of cattle and other animals; it 
was developing bigger exports of base metals, and so on. 
After the end of the war, it moved into a new dimension. 
It was no longer primarily a producer of raw materials 


for export, and was moving on to a fuller processing in 
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a whole range of fields. Railway tonnage was, therefore, 
no longer so closely linked with the aggregate value of 
production as it formerly had been, To take a homely 
example, there are mot hours of labour embodied in a car- 
load of newsprint than in a carload of lumber, and more 
in a truckload of radio tubes than in either of the 
other two. In. any case, the growth of railway tonnage 
at a rate so much higher than that of the rest of the 
population just could not go on forever, 

In the railways' great period of growth there 
also developed certain factors which were, immediately, 
of minor importance but which became very important 
once competition was possible. The first of these was 
the tendency toward heavier capital investment, and the 
running of heavier and longer trains. There is no 
doubt whatever that this reduces direct costs; but it 
also involves indirect costs of no mean order, The 
making up and breaking of long trains in the initial 
and final terminals is not only expensive in itself; 
it also consumes a great deal of time. Holding 
traffic until a full trainload has been accumulated also 
reduces the value of service to the shipper. So long 
as shippers had no alternative, the rest of the economy 
was forced to adjust heels to the operating necessities 
of the railway. Traffic was delivered to the railway; 
eventually it was received by the consignee; but the 
intervening: period of highly uncertain length was set 
so as to minimize the movement cost which the ead iwny 


had to bear, not to maximize the value of the service. 
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It is probable that the community would have 
peen better off if it could have had faster service on 
manufactured adedavae higher average rates. than were in 
fact charged; but under the conditions of the time atten- 
yion was riveted on the absolute level of railway rates, 
and the advantages of more flexible, better service in 
reducing inventories and in generally speeding up the 
whole circulation of the economy were not realistically 
perceived, 

When motor truck competition came -- and it 
has on an immense Scale -- it was more frequently in 
terms of service and not of price and it was gladly 
accepted because of its flexibility and speed. 

A third factor which was of some importance in 
limiting the increase in traffic in the period of 
growth (and which also became much more important later) 
was a growing rigidity in the application of labour. 
There are good reasons for drawing a distinction 
petween the operation of through main lines and the 
operation of feeder lines serving adjacent areas of 
the province, Rigidity and unalterable requirements 
and standards, an unnecessary involving of the degree 
of Lebar content, militate against the railways obtain- 
ing business and the workmen obtaining work. It is a 
self-defeating process and both management and labour 
ought to take a hard look at conditions which may be 
operating to circumscribe the railways' share of the 
growing volume of transportation business. 


The most important factor of all has been left 
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‘ to the last, namely the nature of railway pricing. 

; From the very beginning of railway operation, the prices 
3 charged for railway service had been a function of deman 
, rather than of cost of service, There ots many reasons 
; for this, For one thing, railroads are a st Coenine 
industry with a substantial body of common costs. It 

; is difficult even now to find the full costs for any 

; except the largest and most important movements. The 
Ne accounting techniques of the development period were not 
‘4 adequate to do even that, and the necessary statistical 
2 techniques were not known at all. 

13 In the case of railways opening up new areas 
14 it is obvious that their capital costs began to accumu- 
15 late as soon as construction was completed, but 


16 traffic could only develop slowly. Oné way to make the 

7 operation finance itself was to set low rates on the 

18 outbound products in order to encourage early produc- 

19 tion along the line, and then to find an adequate net 

20 revenue by imposing high rates upon inbound supplies for 

1 the population tributary to it. | 

22 Value of service rates are sometimes considered 
23 beyond defense because they are incurably tainted by 

24 their origin in monopoly. A more balanced view recog- 

25 nizes that they were an essential part of the whole process 
26 of rapid economic cevelopment of this country, and in- 

27 deed, of this continent. Value of service rates can, 

28 of course, only be maintained under conditions of monopol ° 
29|| Before 1920, there was no form of land transport which 


30 could compete with the railways except for the shortest 
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distances. There were very powerful pressures to keep 
the rates on the natural products low, or ae to reduce 
them further, Under these circumstances the high end 
of the rate structure almost inevitably attained a quite 
remarkable degree of elaboration, 

It was into this situation, made delicate by 
the drastic slowing-down of growth on the one side and 
the growing institutional rigidity on the other, that 
the development of automobiles and trucks and of hard- 
surfaced highways erupted with a devastating force. 
Suddenly, a community which had been compelled for so 
long to conform to the operating patterns of the 
railways, was given alternative transportation which 
was much more flexible and convenient, The fact 
that the cost might be higher was less important. 

Truck competition began on those shorter hauls and 
extra-highly-rated commodities which were most exposed, 
and gradually worked out to longer hauls and more 
moderately-rated commodities as motor trucks improved 
in their efficiency and as highways were brought up to 
higher physical standards. 

Water-carriage of bulk commodities has also 
been gaining very greatly in relative efficiency. Pipe 
lines are now the preferred method for carrying fuel. 
Motor carriers are constantly increasing both the range 
of goods and the distances over which they are prepared 
to carry in sounetition with the railways. The private 
motor car and buses provide an alternative passenger 


service over shorter distances, The air carriers are 
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now taking the cream of the long distance movement so 
that those passengers who are left are, in the main, 
those whose time is less valuable and who are least 
able to bear fare increases. 

All these are fundamental changes in the 
structure of the Canadian economy. A constructive 
policy for the railways begins with a recognition of 
the present strength and growing importance of these new 
forces, If the railways are to be rebuilt and re- 
vitalized until they can contribute to the full to the 
continued growth and development of the whole country 
it must be in cooperation with these rising forces, 

The Position of the Province of Ontario in 
Relation to the Railways: 

The province of Ontario has the largest 
population of any province in Canada, It has within 
it the lines of the greatest density of any in Canada, 
and the average density of traffic is also the highest 
in the country. The traffic originating in Ontario 
produces revenues per car mile which are well above the 
national average. It is for those reasons hee i 
province is concerned to speak out upon the general 
state of the railway industry. It has a very deep 
interest in the state of efficiency of the railways. 
They are essential to it; and its contribution to their 
revenue is specially important to them. 

The density of traffic is not regularly re- 
ported on; but the charts contained in the submissions 


of Canadian National and Canadian Pacific railways to th 
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Turgeon Commission (see submission of Canadian National 
Railways, Montreal: October 1949, Exhibit A, and 
Submission of Canadian Pacific Railway Company, 
Montreal: October, 1949, page 3. For the only previous 
comparable data see the Report of the Duff Commission, 
Ottawa: The King's Printer, 1932, pages 31-38) in 1949 
show the high relative density of the lines in Ontario 
at 1948 and there is no indication that that position 
has changed in the intervening years. 

What is more, the high proportion of merchan- 
dise and miscellaneous traffic in carload lots generated 
in Ontario is especially noteworthy, for this is the 
traffic which etoducee the highest revenues, The 
effect of this higher than average proportion of the 
most lucrative traffic can be demonstrated by computing 
a weighted average revenue per car mile using as weights 
the proportion of Ontario to total traffic in each 
eommodity class and accepting the car mile earnings, 
by class, for all of Canada as shown in the Waybill 
Analysis, 1958. 

Upon this basis, the average car mile revenue 
from traffic originating in Ontario is 58.08 cents, 
against a national average of 52.79 cents, or a spread i 
favour of Ontario of an even 10 per cent, If one uses 
the proportion of total traffic originated and received 
from connections as weights, the figures become 55.32 and 
53.51 cents respectively, or a spread of 3.4 per cent. 

It is therefore clear that this is traffic of 


special value to the railways, partly because of its high 
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average density, partly because of its higher than 


average earnings per car mile. 
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TABLE 2 


Railway Freight Traffic Loaded at Stations in 
Ontario, and its Proportion to the National Totals, 


by Classes, 1925-29, 1935-39 and 1954-58 (1) 


Product Loaded, tons , 000 omitted Percentage of National Total 


Class 
“and - 1925-29. 1935-39 1954-58 1925-29 1935-39 1954-58 
Agricultural 5,166 2,643 5,318 23.7 19.3 21.6 
Animal 673 373 202 40.3 29°71 16.5 
Mine 6 ,060 6,425 18 ,229 28.0 30.6 32.4 
Forest COA 1,881 3,491 27.6 24.7 23.2 
Mfg. & Misc., 

Carload 6 ,055 5351 13,272 45.0 46.3 38.0 
Merchandise - 

Litel. 1,026 590 593 35.3 36.0 35.9 
Grand Total 22 ,733 17,262 41,105 30.3 30.4 30.7 
rr 

TABLE 3 
Total Railway Freight Traffic Loaded in and received from 
Foreign Connections in Ontario, and its chat aah gy to the 
National Totals, 1925-29, 1935-39 and 1954-58 1) 
Product Loaded, tons, 000 omitted Percentage of National Total 
Class . 1925-29 1935-39 1954-58 1925-29 1935-39 1954-58 

Agricultural 8,902 5,074 9,501 34.2 29.0 32.1 
Animal Aylek. 1,341 869 66.7 58.7 kh 7 
Mine 17,008), “CLL OTT 24 ,293 48,8 Ki .1 36.6 
Forest 4 ,853 2,304 4 ,696 31.8 28.3 28.2 
Mfg. & Misc., 

Carload 14,000 11,282 23,850 59.8 59.3 49.2 
Merchandise - 

bl als 2,074 1,028 860 48,1 45.4 41.9 
Grand Total 49,839 32,786 64,070 45.7 ok 38.8 


reer 


(1) D.B.S. Summary of Monthly Traffic Reports and its successor Railway 
Freight Traffic. Figures shown are annual averages. 
TABLE 4 


Estimated Revenue per Car - mile of the Car Load Freight Traffic 
Loaded at Stations in Ontario (2), 1954-1958 


Product Percentage of Total Average Revenue Product 
Class Freight Traffic of Per Car Mile in Col. Ix 
Each Class Loaded in all Canada Col. If 
Ontario (cents) 

Agricultural | 32.1 34 1091.4 
Animal 4.7 43 1922.1 
Mine 36.6 74 2708.4 
Forest 20.2 pid 1438.2 
Merchandise & Misc. 49.2 69 3394.8 
Totals 190.8 10554.9 


rr 


Average = 10554.9 = 55.32 cents 
~I90. 


(2)  Waybill analysis 1958. 
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Tables 2 and 3 show the development of traffic 
in Ontario, Table 2 shows the freight traffic loaded 
at stations in Ontario; Table 3 shows the traffic loaded 
and received from foreign connections, In each the 
data are given for five-year averages. The,years 
chosen are 1925-29 as the best part of the 1920's, 
1935-39 as the most nearly normal period in the 1930's, 
and 1954-58 as the most recent period. These two 
tables demonstrate clearly the amount of traffic 
generated by Ontario, Table 4 shows that on the 
basis of the Waybill Analysis in 1958 the average 
revenue per car mile on freight loaded at Ontario 
stations was 55.32 cents. 

Some Observations on the Rate Structure. 

It is inevitable, after a long period of time, par- 
ticularly when statutory rates apply to a substantial 
volume of railway traffic, that a thorough re-examina- 
tion of the whole railway rate structure would be re- 
quired, We are not sufficiently conversant with the 
complexities of the rate structure to contend that the 
rates charged for the movement of grain from western 
Canada are not compensatory. That is a decision the 
Commissioners themselves will wish to make. Repre- 
sentations have been made to us that the railways and 
the customers are being throttled by a complex unre- 
lated system of rates which has been built upon pallia- 
tives year after year and has had no relation to a 
realistic attempt to make our railways a paying and 


contributing factor in our economy. It appéars, 
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therefore, that one of the first considerations which 
you must face as sensible people is a comprehensive 
appraisal of our rate structure. We would point out 
that owing to inflationary effects, the revenue from grai 
traffic in terms of total revenue has been declining, 
while that from the transportation of other items has 
been increasing. For instance, over the years 1956-58 
the weighted average earnings per ton mile on the pro- 
ducts moved at statutory rates was 0.49 cents while that 
on all traffic was 1.52 cents and that on all traffic 
other than statutory was 2.02 cents. In terms of car 
mile earnings the weighted average results for the three 
years, 1956-59, were 26.38 cents on traffic moving at 
statutory rates, 53.84 cents on all traffic and 6.145 
cents on non-statutory traffic. 

The position of the railways is in one’ respect 
at least an unenviable one. One one hand they are 
subject to the limitations of the statutory rates on 
grain and flour and on another they are confronted with 
the aggressive competition of other carriers. (The 
following table gives an illustration of the rapid shift 
in percentage composition of revenues arising from the 
movement of traffic under different rate structures. 

The impact of competition on the freight rate structure 
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Percentage Distribution of Aggregate 
Carload Freight Revenues of Canadian 


Railways, 1951-1958 


Competitive 
| traffic at 
Multiple agreed charge 
rates and 
Statutory Class Commodity mixed(a) 
year rates rates rates shipments 
1951 io 21.0 50.8 4.9 
1952 15.4 19.0 49.4 Ew § 12.5 
1953 an 14.5 45 1 6.1 Li oe 
oth 20.4!) 40.8) eh ToT 21.7 
1955 8.9 10.2 45.0 72 20.1 
1956 he 9.3 41.3 6.9 31.0 
Ee tf 9.9 9.4 ALA 6.5 32.8 
1958 10.5 8.2 Stes Lob 36.9 


Source: Annual Report of the Board of Transport 
Commissioners, 1958 Appendix A. 
(a) Based on the 1956-58 experience, about one- 
fifth of this column represents revenues from 


competitive traffic. 


The rise of the trucking industry, the in- 
crease in water traffic, and the advent of big-inch pipe 
lines have brought incalculable benefits to business and 
to the people generally. These events have enabled our 
industries to exploit the advantages of specialization 
and the division of labour, which in turn have produced 
unit output costs comparing favourably with those of 
much larger industries in other countries serving a 
mass market. They have opened up new avenues of pro- 


gress. At the same time they have created a real 


th CU Nain 8 fa) ants vA ah WE Pde ae ie | wane Psy zi 
SyYL £.9 ee. ee Se a 
eas | ” ae RTE ey, Re Se adwat.” | 
aia i) ea 8.0f #05 Peet 
v.85 8.7 Se OE Re 
eae) a oe a eS 
Oe ae ese 9.8 Ot | ay 
deogeneny ‘to based end, to roger heweek :som008 re Dw 


Tie | 


A xibroaga Seel <erenotaetmmod | 


ee 
‘ae 


«ono tuods ,sensiregxs G@-ddel erid so Beaad (#) 


moxl gennover gineesiqet mmutoo atdt lo aeitt ied { i 
.ot?isit evidiveanoo — a . 
si | fos 


ti sit ,vwedveubot gabionad on? to sein oT ; . te Hits 
| s¢tq nioat-~atd Yo snevbs edd bes ,ottierd tetew at oasets iss 
| bue ouentaud of etl teamed eidaivelaonk tetysrond even wentl des 
| “0 holden svad -adneve saci? .ylipretsg olqosq ent ot 


noltertisroege Yo esastnavbs ent Nolqxe of eeinteubak ag 


bsosbotg oven mrt of dotdw wpodst to motatvib edd bas 
ad esort dtiw yiderovel gattaqnos anode ie wre 

& gatvrse gotrinsos xedido ak eetageubat wogtal | 
~otq %0 aeuaevs won qu bevsgo oved veRT “sen aoa 
[aot 8 beteoro eved ans eel 

ny a) oe pee oe n 


4 ANGUS, STONEHOUSE & CO. LTD. Gathercole Ast 


TORONTO, ONTARIO 


problem for the railways. In one field they are re- 
stricted by statutory rates and in another they are 
restrained by competition. In such circumstances 

there is a temptation for the railways to increase rates 
where the statutory limits do not apply and the competi- 
tion is less keen, This may create an injustice and 
an impediment to growth and development in northern 
Ontario and in some other parts of our province. As 
long as there is any cross subsidization in railway 
rates the burden is likely to fall upon those areas 
where geographical location and the character of their 
production tend to make them dependent upon the railway 
for service. Among the numerous factors which in- 
fluence ektnbate activity and emphasize the importance 
of railway rates in such parts of the province are the 


following: 


a) The products of the extractive industries 
are usually comparatively low in value, 
so that freight charges constitute a larger 
component of their delivered cost than for 
many products of the secondary manu- 
facturing industry. 

(2) The remoteness of these areas tends to mag- 
nify freight costs in absolute terms. 

(3) A lower density of roads and more rigorous 
climatic conditions make these areas more 
dependent on rail transportation. 

(4) The fact that a large percentage of the 


output originating in these areas is 
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exported, makes it imperative for their 

primary industries to be able to compete in 

world markets. 
(5) High scebepichewus costs tend to inhibit 

the development of the potential embodied 

in the area's vast natural resources, 

A policy which penalizes progress and which 
seeks by overcharging on the movement of goods on some 
lines to compensate for loss on others will in the end 
prove self-defeating. Such a policy is economically 
unsound and fails to make the most of our opportunities. 
If there must be subsidization of some traffic we 
suggest that it be not at the expense of other users 
but that it be segregated and met out of the nation's 
tax revenues. 

Conclusions and Récommendations: 

The basic argument of this submission is that 
Ontario requires a modern, efficient, economical railway 
service at rates that are non-discriminatory to any 
part of Ontario and that, as far as possible, are 
realistic and reasonable in relation to the cost of 
service. In this advocacy we are contending for sound 
principles and common sense. It is our view that 
with the passage of time the nearly total monopoly of 
land transport which the railways once had, has 
crumbled away beneath them. Without its support, a 
value of service rate structure is a device for shunting 
traffic over to the railways' competitors or where 


competition is not so keen for charging rates in excess 
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of reasonable costs; and without the high rates formerly 
earned upon the commodities of higher value, the pattern 
of employment and the spread of lines across the country 
must both come in for reconsideration. 

s If this deduction is correct, then gieien are 
three actions of major importance which flow from it. 
The first is that railways are now compelled to scruti- 
nize all rates which produce low earnings per car mile. 
(The object is to increase the profit earned. High 

ear mile earnings are more likely to lala this result 
than high earnings per ton mile. Neither one is, by 
itself, a perfect guide. All that|is inferred here | 
is that car mile earnings, considered alone, are better 
than ton mile earnings. ) In some instances it may be 
desirable for the railways to establish a low rate in 
order to promote the development of an industry which 
will subsequently be quite a different matter from 
having a structure of rates which year after year is main- 
tained at a level which no longer conforms to current 
conditions. The area in which the railways could off~- 
set very low rates on some commodities by charging high 
rates on others has become much smaller; and any effort 
to expand it merely increases the inroads of com- | 
petitors into what was once, and is no longer, ex- 
clusively railway traffic. Cross-subsidization of this 
sort, i.e. the charging of above-cost rates on some 
items in order to compensate for below-cost rates on 
others, is no longer possible on the scale of past 


years and where it does exist it not only arouses 
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feelings of inequity and injustice but may hobble 
growth and development in a completely unjustifiable 
way. 

The second consequence is that the whole pat- 
tern of railway costs must come under deep scrutiny. Th 
old situation in which rates could be worked upward to 
cover rising costs is gone. The problem is one of 
meeting the competitor's costs. Materials as well as 
labour costs are involved. As the weighted average 
payroll chakiye to operating expenses (note that this 
4s not the total direct operating payroll. At least 
part of the cost of storekeeping is charged out to 
expense as cost of material) in 1956-58 was 57.3 per 
cent of railway gross earnings this factor inevitably 
has a bearing on the railways' competitive position. 

Thirdly we think that ways and means should be 
more intensively explored to achieve greater opatat tee 
flexibility and a speed-up of service. The railways, 
as any other industry, must change with the time or 
atrophy. We are cognizant that in recent years many 
important steps have been taken to improve service and 
meet competition from other carriers. We are by no 
means convinced that the rate of adaptation and moderni- 
gation has been as rapid as it might have been. In 
saying that we recognize that the railway, as any other 
economic instrument, must be able to earn a reasonable 
return on its investment. Only in this way can it 
remain vigorous and play the role in the Canadian 


economy that is expected of it, 
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Your honourable Commission has been @lled 


into being to consider the consequences to railway 
transportation of the great -- even tumultous ms changes 
which have been proceeding in the Canadian economy over 
the past twenty to forty years. And being assigned 
that task, you were given certain specific terms of 
rererence, In our concluding remarks we will address 
ourselves specifically to the subject matter that has 
been referred to you. To that task we now turn, 

(a) Inequities in the freight rate structure, 

their incidence upon the various regions of 

Canada, and the legislative and other 

changes that can and should be made, 

in furtherance of national economic policy 

to remove or alleviate such inequities, 

The most serious inequities in the rate 
structure at the present time are those which flow from’ 
attempts to enjoy the benefits of a value of service 
rate structure when changes in the Canadian economy 
have destroyed the basis on which it once rested, The 
adequacy of a rate structure is determined by its effeet 
upon the development of the country and on the railways' 
own revenues, not by the degree of internal consistency 
which it attains. It should be a response by the 
railways to the ae OP the economy as it exists and 
is developing. 

If, for reasons of national policy, low rates 
must be given on some traffics, the railways should not 


-- and in many cases cannot -- offset them by raising 
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_vates on other traffics, 

Since the area of manoeuvre is now so narrow, 
and since low rates on some traffics have been in effect 
‘for a long time, we are ready to contemplate the use 
of subsidies to meet the current problem; but we do 
suggest that if subsidies have to be given, their annual 
amounts should be publicly recorded, The ideal situa- 
tion is one in which each major trade and each economic 
region sits like a good tub on its own bottom. Any 
departure from that rule should be limited, known and 
open to measurements, 

Second, Chivnsticeas no option but to state its 
opposition to any actions which would tend to cramp its 
growth. In so doing it serves the national interest 
through increasing the national income, wealth and 
power. 

Third, the Province is impressed by the number 
of complaints which it has received about the burden 
of horizontal percentage increases in freight rates, 
Under most circumstances transportation costs are likely 
to be a larger part of their total laid down cost where 
markets are aia As where they are close. 

If railway rates go up unreasonably, the 
producer selling in the distant market may find himself 
deeply hurt and may even be forced out of the market 
by his competitor located close to it who may hardly 
notice the change. Rate increases predicated on a 
rise in the real cost of the traffic involved can 


pe justified; others would serve to Balkanize Canada and 
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this is a trend we should all resist. | We recommend thi 
aspect of rate changes to the study of the Commission. 

The development of the whole northern and 
northwestern part of Ontario is now being cramped by the 
two forces, The railways, having freedom of action onl 
in respect of a portion of their total rate structure, 
are compelled to recoup themselves where they can, even 
if it be by rates in that area which either retard or 
prevent the development of new traffic and which tend 
to drive away a substantial share of existing traffic. 
Ontario people will not wish to sit idly by while the 
disparity between the rates on the staple exports of 
the prairie west and of northwestern Ontario grow wider 
and wider. It appears to us that some of the rates in 
northern and indeed southwestern Ontario are being main- 
tained at levels higher than those made available to 
other shippers for comparable distances, though they are 
contrary to the railways! own best long-run interests: 
there is a reluctance to sacrifice the immediate revenue, 
even though it would Beane ea the railways! long term 
position, 

The historic value of service rate structure 
no doubt had its shortcomings, but it is useless now 
to argue either for or against it. The fact is that 
general economic change has rendered it largely obsolete, 
The real problem is how to move to something much 
closer to a cost of service basis which will conserve 


existing traffic and help to develop additional traffic. 
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(b) The obligations and limitations imposed 

upon railways by law for reasons of public 

policy, and what can and should be done to 

ensure a more equitable distribution of any 
burden which may be found to result there- 
from, 

The power which was taken to regulate railway 
rates at the beginning of the present century was founded 
upon the principle that it was control over the prices 
to be set by a monopoly. Regulation was designed to 
prevent both undue discrimination between persons, be- 
tween places, and between commodities on the one hand, 
and an excessive level of profit upon the other. we 
confess to a strong sympathy for the first form of 
regulation, There. are occasions when individuals may 
feel themselves aggrieved and they should have a recog- 
nized forum where their case can be heard. However, 
we believe that account should be taken of the truly 
extraordinary rise in the amount of competition which the 
railways face and effofts should be made to maintain a 
high degree of initiative, enterprise and erficiency. 

That basic shift in relative power must be 
recognized, Rate relationships which would, in the 
past, have been unquestioningly regarded as wr idencé of 
discrimination, are now merely proof that the new com- 
petition has brought into existence a new pattern of 
relative advantage. Under this new structure of 
transportation costs a new and different industrial 


pattern will be created. 
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There has been a partial stagnation in the 
railway industry as traffic has been lost to other 
carriers and the railways have been prevented from 
making those dynamic responses which alone can keep 
them strong. 

(c) The possibilities of achieving more conomic 
and efficient railway transportation. 

What has been said under the preceding head 
and in other parts of this brief applies with great 
force here as well. The economy has changed. Rail- 
ways have very great advantages as mass carriers; they 
are at a serious disadvantage in what can only be 
described as retail transportation, The productivity 
of the national economy would be increased if they were 
made free to respond to the new situation as well as 
they are able. They should rise to the challenge 
and develop services of greater value to the country 
than they now give. 

(ad) Whether, and to what extent, the Railway 

Aet should specify what assets and earnings of 

railway companies in businessess and invest- 

ments other than railways should be taken 
into siete in establishing freight rates. 

The Province of Ontario would _" upon the 
Commission the inescapable fact that such a reconstruc- 
tion of railway assets and railway service as is here 
recommended cannot be produced by compulsion. It is 
going to need a very substantial gross capital forma- 


tion to bring it about. There must therefore be a 
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reasonable chance of obtaining a return upon the invested 
capital in order to provide the incentive and justifica- 
tion for making that investment. 

(e) Such other related matters as the Com- 
missioners consider pertinent or relevant to 
the specific or general scope of the inquiry. 
The whole aim and purpose of this submission 

is to lend the weight of this province to support a 
wise and constructive national railway policy; one 
looking eats the future and not one condemned to 
futility because it tries to recreate a past which 

is gone forever. Such a policy must rely upon the 
pervasive discipline of the price system. Subsidies 
may be employed in special cases. But they are not an 
appropriate instrument because they will tend to harden 


resistance to rather than facilitate necessary changes. 


APPENDIX I 


Statistical Tables 


Table A - Revenue Freight Traffic Carried by Canadian 

Railways, 1875-1958 

Table B - Revenue Freight Ton-Miles Produced by 
Canadian Railways, 1907-1958 

Table C = penmakiers Carried and Passenger-Miles 
Produced by Canadian Railways, 1875-1958 

Graph I = Tons of Freight Carried by Canadian Railways 
(Duplication Included) per Head of Popula- 


tion, 1885-1958 
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Graph II - Tons of Freight Carried by Canadian 
Railways (Duplications Excluded) per 
Head of Population 

Graph III - Railway Passenger Journeys in Canada, per 
Head of Population, 1885-1958 

Graph IV - Railway Passenger-Miles per Head of 


Population, 1909-1958 


APPENDIX I 

The text above having reduced the statistical 
detail to the minimum, it remains for this appendix to 
fill in the detail so that the results may be available 
inifiull: 

Table II reports the details of freight 
carried from the year ended June 30, 1875, to the one 
ended December 30, 1958. (The Canadian railway statis- 
tics are reported for years ending June 30, 1875 to 1919 
and ending December 31, 1919 to date.) Columns I to 
III show: 

I tons of freight originating on Canadian Lines,1910- 
Il tons of freight originating on Canadian Lines 
plus tons received from foreign connections, 
1913-, and 
III total tons carried including duplication, that 
is double-counting traffic interchanged be- 
tween Canadian Lines, 1875- 

Columns IV to VI show these data, on a per 

head of population basis, so as to make them directly 


comparable over time. The official estimates of 
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population for each year are as at June l. Therefore 
in order to produce a figure which is centred at the 
middle of the reporting year for the railway data a corre¢- 
tion must be made, In the period 1875-1919 the correc- 
tion is made as follows: 
Population, June 1, 1874 -- 3,895,000 
1875 -=- 3,954,000 
difference 59,000 
Therefore the population as at December 31, 1874, is 
3,895,000 plus 7/12 of 59,000 = 3,929,000, and so for 


each later year. 


For the years ending December 31, it is, of 


course, only necessary to add an increment of 1/12 the 


annual increase to move the reported population forward 
to the middle of the calendar year. 

Column III is the only one of the three series 
which covers the great period of growth before 1914 and 
there is, therefore, a special interest in it, despite 
the fact that it includes duplication in amounts which 
can not be determined, before 1913. When a second order 
curve is fitted to the logarithms of the quinquennial 
averages of such traffic, per head of population 
(column VI), the equation comes out as follows: 

log Ye = +0,294607 +0.0284507X -0.000246821x 
with origin at December 30, 1876, and time (X) in units 
of one year. This is the curve which is superimposed 
upon Graph I in the text. This is probably best 
treated as a purely descriptive curve rather than as 


one from which forecasts can be made: 
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however the downward inclination of the postwar period 
is very clear in it. | 

Columns IV and V which show freight originated 
on Canadian Lines and total freight carried, duplication 
excluded, respectively, qualify that extremely pessi- 
mistic impression. They show that the railways may be 
nearly holding their own in freight originated, although 
the peak in 1956 is strictly due to iron ore loadings 
on the Quebec North Shore and Labrador. 

Table 12 supplements this by showing the num- 
per of ton miles of revenue freight service produced by 
the railways of Canada in total and per head of population, 
Here there is clearly a significant increase. The 
problem of the railways is not in the demand for their 
service, it is in the changes in its nature and in their 
earnings from the service they do render. 

The statistics of railway passenger travel are 
rather simpler in nature. It is not possible to separ- 
ate out the duplication caused by interline movement, 
nor to show the interchange with foreign connections. 
Any passenger carried by any railway is reported as 
such, by each one, whether his journey is completed on 
the originating line or extends over two or more. 
while one is entitled to speculate on the tendency of 
such a report to produce an exaggerated impression of 
a reduction in the number carried when the number of 
separate lines decreases, the only qualification to 
that impression that can be offered is that no such 


variation can be detected in the statistical record 
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when the Canadian National Railways was formed, 

In any case, one has a record of the number 
of passengers carried, including whatever duplication 
exists, and of the number of revenue passenger-miles 
produced. The record from the year ending June 30, 
1875, to the calendar year 1958 for passengers carried 
and for the years ending June 30, 1907, to 1958 for 


passenger-miles is given on Tabie 13. 
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TABLE A 


REVENUE FREIGHT TRAFFIC CARRIED BY CANADIAN 
RAILWAYS, 1875 - 1958 


Tons Per Head of Population 


Totel Tons (thousands ) 


Originated Originated 
Originated plus received Total Originated plus received Total’ 
on Canadian from foreign Including on Canadian from foreign In¢éluding) 

Year Lines Connection Duplication Lines Cennection Duplication 

Years to 

June 30, 

1875 5,671 1.44 
76 6,332 1.59 
TT 6 ,860 gO 
19 8,349 2.01 
80 9,939 2.35 
81 12,065 2,81 
82 13,576 3.12 
83 13 ,266 3.01 
84 13,712 3.07 
85 1h 659 3.25 
86 15,670 3.43 
87 16,356 3.55 
88 17/173 3.69 
89 17,929 3.81 
90 20,788 4 , 37 
91 21,753 4.52 
92 22,190 4,56 
93 22,004 4.48 
ef 20,721 4,18 
95 21,524 4,30 
96 2h ,267 4,80 
97 25,300 4.96 

28 ,786 5259 
99 31,212 99 

1900 35,946 6.81 
ot 36 ,999 6.93 
02 42,376 7.79 
03 47,373 8,48 
ok 48, 8.36 
05 50,894 8.58 
06 57,967 9.57 
07 63 ,866 10.17 
08 63,071 9.65 
09 66,842 | 9.93 

1910 42,280 TY 483 6,12 10.78 
at 55,152 79 ,884 7.86 11.39 
12 63 ,187 89 , bad 8.64 12.33 
13 56 ,829 85 ,708 106 ,993 7.56 11.40 14,23 
14 57 O74 81,427 101,394 Toh 10.48 13.04 
15 4g ,258 71,498 87 ,205 6.20 9.01 10.98 
16 62,950 89 ,237 109,659 TeBy 11.15 i ay 6 
17 G7 1398) 98 465 121,916 8.35 12,25 15.17 
18 68 ,386 102 ,425 127,544 8,43 12,63 1§.72 
19 63,557 95 ,202 116,700 7.70 11,54 14,15 
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Tons Per Head of Population 


Total Tons (thousands ) 


Originated Originated 
Originated plus received Total Originated plus received Totat 
. On Canadian from foreign Including on Canadian from foreign 

Year Lines ‘Connection Duplication Lines Connection 

Years to 

Deo, 31 

1919 61,023 91,350 114 ,488 Oa Os, 3 10.97 
20 65 ,096 100,050 127,429 7.59 MA GT 
21 55,324 83,731 103,131 6.29 9.52 
22 61,048 87 ,309 108 ,530 6,84 9.78 
23 67 ,888 102 ,259 118 ,290 1.53 11,34 
2k 63,518 91,600 106 ,429 6.94 10.00 
25 65 ,692 Qh 625 109 ,851 7.06 1.0217 
26 72 ,276 105 ,222 122,477 7.63 AL AT 
27 Th 764 106,011 125 ,967 wag 10.98 
28 84 ,750 118 ,653 141,230 8.60 12,04 
29 19,997 115 ,087 137 ,855 7.96 11.46 
30 67 ,928 96 ,194 115 ,230 6.65 9.41 
31 93,099 74 ,130 85,993 5.11 7.14 
32 4h 632 60,808 67 , 722 42h 5.78 
33 41,983 57 364 63 5635 3.95 5.39 
34 50,353 68 ,036 75,746 4 68 6.33 
35 50,526 69,141 77,081 4,66 6.37 
36 54 ,828 75 847 BL ,665 5.00 6,92 

ay 59,404 82 ,220 92 478 5.31 Tuy 
38 56,829 76,175 BL 664 5.09 6,82 
39 63,064 84 ,631 9b 577 5.59 7.50 
40 73,174 97 ,948 110,354 6.42 8,60 
41 . 86,12 116 ,808 134,054 7.48 10,14 
he 92 ,137 134 ,674 155,646 7.90 11.54 
43 100,477 153,314 177 ,266 8,51 12.98 

1944 106,444 155,326 177,381 8.90 12.99 
45 -104,149 147,349 167 ,757 8.61 12.19 
46 98,777 139,256 160,617 8.02 ita 
47  ~——-:108,930 152 ,856 175,565 8,66 12,16 
48 112,768 154 933 176,740 8.76 12,03 
Ke) 108 ,560 142,719 162 ,292 8,06 10,60 
50 108 ,147 144 218 164 ,359 7.87 10.50 
51 121 ,836 161,260 184 , 363 8.68 11.48 
52 125 ,336 162,175 185.057 8.65 11.19 
53 119,986 156 ,2h9 176,752 8.06 10,50 
54 109 ,855 143,195 162 ,470 Twat 9.35 
55 131,409 167 ,862 188 ,530 S735" 10.67 
56 156,518 189 ,608 214 ,078 Spee 11.76 
57 143,349 174,044 196 ,891 8.62 10,47 
58 129 ,238 153,442 174 ,200 oot 8.98 


pe: paige hav igow arly 
pathulral | 


mpiteokignd ‘agivseame) fu) 


O6, af 
Sif 
aL.9 


0.5 


O68. Lf” 


MeySs 


OS .0L 


notiiad wo! 29, peak. tott ago 


aw 

7a Arie 
Pie oe ee 
Cinfa4 - 


eG 


Dee: 


~~ 
coe 
Get 
_ 


4 ati oe ae 


2 


Fl Gag 0G Bs 


7 8a, se | 


esa, VSL 


“Jerteot 
O82, BOL 
OS, GEL 


eS, Box 
£28, eo 
ye Ser 
Fae, 251 


OFS, Lat 
#20, VEL 


oes, ert 
£90, 28 


S8h, Yo 


260, E0 


HE OLL 


dices 


aos, VTL 


LOG TTL 
Vere Lea 
eo 
ede, nen 


Odp ate 


$09, S01 
Ree HL 
G58, VOL 


PEO. 28L 


Sey, oyL 


OTs, SOL 
OER, "age 
Ora, £5 


£08) Ser 


008, vc 


. gai, FRE 


f€Q, Hel 


@LT, SAL 
ars. Ups 
08s, {dL 
eT 1, Sat 
Cas, Fel 


Cel, Ef 
$05, Tal 
Soa, @ 
WO, v7.2 


ANGUS, STONEHOUSE & CO. LTD. Gathercole 7153 
TORONTO. ONTARIO ; 


TABLE B 


REVENUE FREIGHT TON-MILES PRODUCED BY 
CANADIAN RAILWAYS, 1907 - 1958 


Year to Total Per Head of Year to Total Per Head of 
June 30 Ton Miles Population Dec, 31 Ton Miles Population 
(Millions ) Millions) ip nce 
1907 11,688 1,861 29 35,026 3,487 
08 12 ,962 1,983 30 29 ,605 2,896 
09 13.161 1.956 31 25,707 2,475 
10 LSf7ae 2 i27k 32 23,137 2,199 
11 16,048 2 ,287 33 21,093 1,982 
12 19,558 2,674 34 23,320 2,169 
3 23,033 3,062 35 24 235 2 ,233 
14 22 ,063 2 ,837 36 26,414 2,410 
15 17,661 2,225 37 26,926 2 436 
16 28 ,195 3,52h 38 26 ,835 2 You 
17 31,187 3,881 39 31,465 2,790 
18 31,029 3 ,826 4o 37 ,898 3,327 
19 27,724 3,360 4 kg , 982 4 339 
42 56,154 4 813 
Years to Dec. 31 43 63,915 5 413 
1919 26,951 31235 
20 31,894 3,720 1944 65,928 5,514 
21 26 ,622 3,026 45 63,349 5,240 
22 30, 368 3,402 46 55,310 4 492 
23 34,068 BT 47 60,143 4 783 
48 59,080 4 ,589 
24 30,514 3,333 
25 31,965 3.435 ‘hg 56 , 338 4,183 
26 34 4153 3,608 50 55 ,538 4 043 
27 34 ,902 3,615 51 64 300 4 578 
28 41,611 4 22h 52 68 ,430 4,720 
53 65 ,267 4,386 
54 57 547 N70 
55 66 ,176 4 206 
56 78 ,820 4 ,889 
ST 71,047 4 ,273 


58 66 ,357 3,885 
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TABLE C 


PASSENGERS CARRIED AND PASSENGER -MILES 
PRODUCED BY CANADIAN RAILWAYS, 1875-1958 


Passengers Passenger - 
Passengers Carried per Passengers Miles per 

Year to Carried Head of Miles Head of 
June 30 (thousand ) Population (Million) Population 

1875 5,190 1.32 
76 5,545 1.39 
TT 6,073 1,50 
78 6,444 ney | 
19 6,524 Loot 
80 6,463 1.53 
81 6,944 1.62 
82 9,352 2.15 
83 9,580 2,17 
84 9,982 2,2h 
85 9,673 2.14 
86 9 ,861 2.16 
87 10,699 2.32 
88 11,417 2.45 
89 12,151 2.58 
90 12 ,821 2.69 
91 13,228 a he 
92 13 ,533 2,78 
93 13 ,618 Bett 
eo 13,98 2.82 
95 12,521 2.50 

13,059 ab ed 
97 13,742 2.69 
98 14 , 767 2.07 
39 2S 451 2.97 

1900 7,122 3.25 
Ol 18 , 386 3.44 
02 20,680 3.80 
03 22 ,149 3.97 
ok 23,641 4,11 
05 25 ,289 4,26 
06 27,990 4,62 
07 32 ,137 5.12 2,050 320 
08 34,045 Sek 2,082 314 
09 32 ,683 4.86 2 ,033 299 
10 35 895 5.19 2 ,467 357 
ii 37,098 5.29 2,606 371 
12 41 12h 5.62 2,910 398 
13 46 ,186 6.14 3,266 434 
14 46,702 6.01 3,089 397 
15 46,322 5.83 2 48h 313 
16 43,503 54h 2,727 341 
17 48 107 5-99 3,150 392 
18 4 hg 5.54 3,161 390 
19 43,754 5.30 3,075 Bi fo) 
Years to Dec, 31. 

1919 47,940 p Pal fe 3,658 439 
20 51,318 5.99 3,522 411 
21 46,793 5.32 2,961 336 
22 4 384 4,97 2,814 315 
23 44 834 4.97 3,076 341 
2h 42,922 4,69 2,872 314 
25 41,458 4,65 2,911 313 
26 42 ,686 4,52 2,999 317 
27 41 841 4, 33 3,052 316 
28 40,593 4,12 3,142 319 
29 39,071 3.89 2,897 288 
30 34,699 3.39 2 423 237 
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Passengers Passenger - 
Passengers Carried per Passenger- Miles per 
Carried Head of Miles Head of 
( thousand ) Population (Million ) Population 
26 397 2.54 1,748 168 
21,100 2.01 1,436 136 
19,172 1,80 1,393 131 
20,531 “Oi Hao 1,531 1k2 
20,032 1,85 1,585 146 
20,498 1.8%. 1,726 158 
22 ,039 1.99 1,929 175 
20,911 aOT ny (0 160 
20,482 1,82 1,752 155 
21,970 1.93 2,176 191 
29,779 2.59 3,206 278 
47,597 4,08 4,989 428 
57,176 4,84 6,525 553 
60,336 5.05 6 873 519 
53,408 4 ko 6,380 930 
43,405 3.52 4 649 378 
4O 941 3.26 3,733 297 
38 ,280 2.97 3,4 at 270 
34 ,884 2.59 3,193 237 
31,139 2.27 2 ,816 205 
30,996 2.2) 3,110 221 
30,167 2.08 3,151 217 
28 ,736 1.93 2,986 201 
28 ,397 1,85 2 ,863 187 
27 ,230 nH 2 ,892 184 
26,071 1,62 2,908 180 
22 ,966 1,38 2,925 176 
21,376 1.25 2 486 146 
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THE CHAIRMAN: Well, thank you very much, 
Mr. Gathercole, 

MR. CUMMING : In view of what was said earlier 
Mr. Chairman, I have no questions, 

MR, HUME: Do I understand Mr. Gathercole 
will be definitely available at a later time, or is 
this likely to be the last time we would have an 
opportunity of discussing the brief with him? Is 
the Paav ince making a submission in Ottawa, or is this 
the provincial submission? 

MR. GATHERCOLE : This is the provincial 
submission at the moment, If matters arise later upon 
which the Government decides further representation 
should be made, and it is considered likely, then 
the Province will make a.submission later on and fur- 
ther representation. 

MR, HUME: With that in mind, perhaps I may 


take a few minutes. 


CROSS-EXAMINATION BY MR, HIME: 


Q Mr. Gathercole, I believe you are aware 
I represent the Canadian Trucking Associations, and 
while my interest in your brief is great, I have only 
had a short while in which to have an opportunity to 
study it. I notice on page 6, and throughout your 
brief, you refer to a railway transportation policy: 
may I take it, sir, that as I read the brief, am I 
correct in understanding that you have attempted in 
this submission to confine yourself to particular rail- 


way problems without going into the broader field of 
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a national transportation policy? 

A. Yes, Mr. Hume. The terms of reference 
to the Commission were on railway rate matters, and, 
therefore, while we made some explorations into other 
fields, we felt in the end it would be advisable to 
confine it to the railways. 

Qo Fine, I thought probably, from reading 
it, that that was your intention, You would agree, I 
suppose, though, that notwithstanding the apparent 
Llimiation of the terms of reference that this Commission 
is probably faced with the wider field in making recom- 
mendations for a national transportation policy that 
will involve other matters than strictly rail matters? 

A. Yes. 

Qo I take it your submission is an attempt 
to confine the Province's views to the matter of rail 
problems? 

A. Exactly. 

Qe On page 13 -- and here again I have only 
just had an, opportunity of reading it briefly -- it is 
a matter of some interest to me that your analysis indi- 
cated the decline you have categorized was not alto- 
gether brought about by the invention of the internal 
combustion engine and its adaption to the wagon. How=- 
ever, in Ontario in particular, would you say, from 
your studies, that the advent of the highway system and 
the advent of the motor trucks has brought a very pro- 


found change in transportation matters, perhaps more so 
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than almost in any other part of Canada; would you go 


that far with me? 
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A. That would be my own impression. 

MR. MACDOUGALL: I would agree. 

MR. HUME: Qe That has resulted in 
some of the problems you have indicated so clearly in 
your brief. It is one of the pincers of the squeeze, 
so to speak, that you refer to somewhere further on. 

Now, in order to get the record clear, you 
speak of truck competition. I presume you are in- 
cluding any other competition, the ability of the 
shipper to provide his own figure, and this competition 
in the broad field -- anyone who can move their own 
goods in a truck; is that correct? 

A. Yes, 

Qe You have weuev eons reference on page 22 
to the matter of subsidies, May I ask this question? 
While this is not referred to directly, it would be of 
some interest to my clients to have your views on this 
if you could aren Tt them. You indicate the possible 
necessity for a subsidy. Would it be the province's 
view that any subsidies required to be paid for, say, 
the movement of a commodity, that that should be paid 
to all carriers, or should it be a railway subsidy 
only? 

A. That is a very difficult question. Z 
take it it could be answered only after an examination 
based on the merits of each individual case. 

Q. your reference to subsidy in your brief, 
that appears on page 22, and then I find you refer to 


it again on page 27 -- you had in mind there, I Suppose, 
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the railway as the chosen instrument for a particular 
movement and that the subsidy would be paid to the rail- 
way? 

A. I think, Mr. Hume, we have recognized that 
subsidies are now being paid, and we recognize that auto- 
matically they are going to continue to be paid. So we 
feel that it is going to continue as part of the system 
of railway transportation, It has not entered to my 
knowledge the field of truck transportation, and if it 
did it would involve a consideration of an entirely 
different matter, which is entirely beyond my competence 
to make any statement on, 

Q.. May I ask whether your reference to sub- 
sidies in the brief was prepared in the light of the 
accepted fact that whenever a subsidy is to be paid it 
will be paid to the railway alone? 

A. 7 yes, I think that would be it. 

THE CHAIRMAN: Mr. Ferris? 

MR, FERRIS: No questions. 

THE CHAIRMAN: Mr. Mauro? 

MR, MAURO: I am wondering, sir, whether the 
Commission is going to make any decision. This portion 
of the brief is an exceedingly complex and difficult 
matter, and a very excellent submission, I may say. 
we received it approximately two hours ago, and I recall 
in Saskatoon, or in Regina, the Commission decided to 
ask the representative of the City of Saskatoon to 
come down to Ottawa, so that counsel would have an 


opportunity in the intervening period. 
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THE CHAIRMAN: Do I understand you are making 
that request now? 

MR, MAURO: I was wondering whether the 
Commission would do that. =I certainly do not feel I 
can do a proper job of cross-examination in the time 
that I have had the brief. 

THE CHAIRMAN: We only had the brief ourselves 
last night, and we have not discussed it. 

MR, MAURO: I understood that Premier Frost 
was making an opening statement, and I assumed that 
either Mr. Gathercole or Professor McDougall would be 
coming to sivas in which case I have no questions at 
this time. If Professor McDougall and Mr. Gathercole 
are not coming to Ottawa --- 

THE CHAIRMAN: There is certainly some point 
to what you say, Mr. Mauro, but I do not want to put mr, 
Gathercole or Mr. McDougallto the necessity of coming 
to Ottawa, but might I suggest that we stand down now 
and come back tomorrow at nine-thirty and that will 
give you and Mr. Frawley an opportunity to study it. 

MR, MAURO: That would be for our convenience, 
and I would not preclude the possibility --- 

THE CHAIRMAN: You: may be there, but in case 
you are not, we had petter continue here tomorrow... 

MR, McDONALD: I think it is a shame that the 
Commission allowed a week for Quebec and did not allow 
a whole week for sitting here. We have not had time 
to study the brief. I wired a week ago for some copies 
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number of copies of our material to the province a 
month in advance, We cannot be expected to cross- 
examine on a brief tomorrow morning. That is not 
enough time, 

THE CHAIRMAN: You will appreciate that we 
have done as a Commission everything possible to get the 
briefs in the hands of the counsel. 

MR. McDONALD ¢ I think the only way to do it 
ils to insist that the people who do not give us their 
briefs should come to: Ottawa, because we have not the 
time to do it here. 

MR, SINCLAIR: There is some material in this 
brief. Fortunately, I flew in here yesterday via 
Canadian Pacific Airlines and got here on time and, 
having done so, I received a copy of the brief, and my 
friends and I spent some considerable time on it last 
night. I think it is unfortunate that this brief 
should go in while there is some statistical material 
in it thatI would like at this time to deal with, be- 
cause there are certain implications in this brief that 
I think Mr. Gathercole or Professor McDougall and I 
might agree are open to different interpretations, that 
some people might put on them, and I think it is indeed 
unfortunate a matter as important as the submission of 
the Province of Ontario to have this implication going 
on that some of this material does indicate -- for 
instance, that the railways are a declining industry -- 
and I think there is something for us to Yall about 


there, and maybe some of their own data that will enable 
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to draw quite a different conclusion, I think, 
therefore, that it is unfortunate that we did not get 
the brief. I particularly feel for my friend. I 
sat up a little late and read it and considered it. It 
is too bad that this results in its being released 
without the ability to test it and without the very 
frank statement of Mr. Gathercole, that if we could 
draw something to his attention that he had overlocked 
he would be quite willing and indeed eager to take that 
into consideration and modify any statements that he 
has made in relation to it. These are practical con- 
siderations, 

THE CHAIRMAN : Would it be much inconvenience 
to you to be cross-examining at Ottawa? 

MR, SINCLAIR: I am objecting to cross- 
examining in Ottawa. I am suggesting that we go as far 
as we can or else that the brief be held in camera, 
until such time as it is subjected to testing. I 
couple that with the others, that in addition, in view 
of the short time that it was at our disposal, that 
in addition he should come to Ottawa. 

THE CHAIRMAN: Mr. Sinclair, that is quite 
impossibie. As a matter of fact, the brief is now 
embalmed in the record, and I am sure the press have it. 

MR. SINCLAIR: When it was suggested to me 
that there would not be cross-examination, I indicated 
to you, sir, that, if we were not to be allowed to test 
it at this time, as far as I was concerned, in the light 


of the interests of my client -- and I am quite sure we 


. uP OE 


T 
ne aly 


La \. ai i hich . 
pial « a i) err es ok 3 
+ YS ae 
\ 


at 288 bevebtenes “oma. hacia 
beessten’ giles aot ae ag ia: . 
yrev suis tects. tw bmg: 2f teed) ot — 
binoo ew th tadd vokosiedan0 tM To: timate | 


a i ne dene; 


| pewMooltevo bast sad ters. wantenea) etd oF gntasomoe 9 * r 

| 6d tad stoomotata: ye YItbom | Bae + menace 
| 

| 

| 

| 


~goo Caottserq ete seedT a2 of aoddeted at oben oad 


wenottexebta 

| sonetitavaoon HOien oq. 32. Siwow +WAMATAHO SH ‘Ae ; wy ; 
 pepnao 38 QU Lo LRRD BAOTO ad oF HOY oo I. . 7 

| weenrg od guttoalde mst I sHIAIOULS . AM ‘ages . 
| TB 3805 ow den? siti pomaue me TZ -fwartO at antubmexs | if 
| -fxdus0 of blen sd, lehed ert tad? ele to 50 Ow ae | 7 a fn 
I Lantdiet 08 hatoaidve et dt as ont Move Llhtew | nae 
; Ae 


it .noltéibbs ok tad? lerpdte ced? ovtw @ade) efguep | - so 


= 
2 
> a 


) 
| 

| 

l 

‘ 

| tect .[asoqald 100 ts ee th dee emkd Sxora onto fo | 
| sweet ot omoo Rivera of aotehbba at | ho | ci 
Slip al IsAa7 cif elomke 7M :MAMALARD. SHT we j= 7 
oo 
. won al isivd ead yond: te netian 8 eA .etdtesogul — : 
| -t2 evan adexq ond sive ite t baw stot od? at fomtadae 

| om 07 betaegaie aew tf wes . :alarowre viGk fries watt’ 

| | 

|) petsotbat I alae eee ae ‘Sd dom see tat | an 


: ar o 


dsac od bowolls) ed od ot: ton orew ew tt stad ge 2 B 
; ii : 


dept ents at .bemreeno9 ame ne err 


ow-side ettup ms Sade oe ow net 


Vi, ae 
Lr 


, 
, 
“ ' i ; ' : 
é ; # 


' ANGUS, STONEHOUSE & CO. LTD. Gathercole, CYr=-ex 7168 


TORONTO, ONTARIO 


do not wish to have any special advantage or anything 

like that - that the president of the Canadian National, 
the president of the Canadian Pacific, gave their material 
long in advance and stood eross-examination immediately 
following their brief,and I think it is too bad --- 

THE CHAIRMAN: It is quite true what you have 
said to me, and it is also true, as you said, that the 
press has the full story. 

MR, SINCLAIR: Yes, but the press do not 
release matters until there is a ruling by the Commis- 
sion. I am quite sure the press in a matter of this 
kind do not release things. At least, I would be sur- 
prised if they did. 

MR. GATHERCOLE: 
| I may, however, say that representatives of 
the Canadian Pacific Railway did have copies last 
Friday afternoon. | 

MR, SINCLAIR: Well, it got to me on Sunday 
evening. Me, Chairman, I say that possibly the best 
practical way to do this, if you would agree, sir, and 
in view of what Mr. Gathercole has said -- the press 
has got this, and we must be realistic about this -- 
maybe I could proceed, and then, if I cannot finish, 
then my friends also at some later time can cross- 
examine, and Mr. Gathercole might come to Ottawa at 
that time. 

THE CHAIRMAN: I think, in fairness to Mr. 
Mauro -- and I presume Mr. Frawley would be in the same 
ence that they should not be required to cross- 


examine tomorrow morning. 
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MR. FRAWLEY : I have something to say about 
this brief, but it is of a different character from what 
Mr, Mauro has said. I think it is an excellent brief. 
I would not ask a single question about it. A great 
deal of the analogy that this brief draws as regards the 
question in Ontario could very easily be extended to 
the area from the lakehead to the mountains, with 
respect to horizontal increases, with respect to dis- 
proportionate contributions to overhead, with respect 
to value of service as against the cost of service, I 
compliment my friend Mr. Gathercole and his associates, 
one of whom, I understand, was Professor McDougall, 
whom we have seen in Royal Commissions before. MM 
say it is an excellent brief and, andes my instructions 
are changed, I would not propose to cross-examine about 
it, I simply commend the Province of Ontario on a 
very good brief. , 

MR, SINCLAIR: I think it is necessary to 
clarify some of the issues in this brief. 

THE CHAIRMAN: You want to cross-examine now? 

MR, SINCLAIR: I shall do the best I can, with 
the understanding that we will have the benefit, in view 
of the short time we have had this and particularly in 
view of the position taken by Mr. McDonald and Mr. 

Mauro -- notwithstanding the position taken by Mr. 
Mauro that Mr. Gathercole would come to see us in 
Ottawa at a later date -- as well as assisting the 
Commission with what questions I can put to him now. 


THE CHAIRMAN s: Let us examine him now or in 
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Grbhwet one or the other. 

MR, SINCLAIR: I would like to go as far as I 
ean now. 

MR, MAURO: Either we are all going to do it 
now or not, 

THE CHAIRMAN: I think Mr. Sinclair will do it 
now, arid we will ask that we adjourn and you can go 
on tomorrow morning, 

MR. MAURO: I feel that in fairness to Mr. 
Gathercole it should be one or the other, 

THE CHAIRMAN ; He can proceed, and I am quite 


sure, knowing him, he will take the rest of the afternoon. 


Qe Mr. Gathercole, I do not know whether some 
of these cubniions should be addressed to you or to your 
colleague Professor McDougall, but if it is not to you 
perhaps he will answer it. 


A. Yes. 
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Q- Now, first on page 9 you state that the 
problem of the railways -- this is the end of the second 
paragraph -=- " . . . conditions have been greatly 
changed, they are still operating under many of the old 
rules established before World Wr I, which are no longer 
tenable." And then on page 30 <= would you just turn 
to page 30 -- I couple that statement with the statement, 
the last sentence of the second paragraph on page 30, 
which reads: 

"The problem of the railways is not in the 

demand for their service, it is in the changes 

in its nature and in their earnings from the 

service they do render," 
Then so that I can put ia 11 before you at one time, on 
page 23 -- and I think this is a further expansion of 
something that was spoken of by the Prime Minister 
earlier this afternoon -- just about the middle of the 
second paragraph, it says: 

"On the other hand, this is quite a 

different matter from having a structure of 
rates which year after year is maintained at a 
level which no longer conforms to current con- 
ditions." 

A. I thought, Mr. Sinclair, that the Prime 
Minister had gone over this very extensively and you 
had developed it rather well with him and that he had 
given you a rather forthright answer to it. 

Qo Well, to some degree you are quite right, 


Mr. Gathercole, but when I tried to put it together as ri 
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have now done with you I was told that you were the man 
to answer it, and maybe, therefore, I can put this to you, 
In view of the fact of those statements that I have taken 
from y9ur submission and to which you have spoken, in 
view of the fact that the railways of Canada are re- 
quired to move over 32 per cent of their revenue ton 
miles and receive for that movement only about 10 per 

cent of their revenues, how would you expect their 
‘earnings not to be as you describe them on page 30, 

that it is their earnings rather than the demand for their 
services that is causing the trouble, and in particular 
where that traffic relationship that I mentioned to you 
moves at a rate level that was fixed in 1899, how would 
you expect, in the light of those facts, that the railways 
would be in any different position than you describe it 

on page 30? 

A. Well, Mr. Sinclair, the answer to your 
eaeaeaat is set out in several places in this submission, 

| Qe For instance? 

Ae That is that there should be, we believe 
there should be a realistic structure of rates. Now, 
there may be some cases where service must be continued 
to be provided because the public interest is involved, 
but I think our position is that it is a mistake to go 
on with operations year after year if they are not meeting 
costs. I think that sets it out. But there may be 
cases, exceptions from the general principle, and, 
similarly, in the development of the resources I think 


the railways must look at the potential of our country, 
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and where their business can be developed I think the 

Paiiiare should be prepared perhaps to set a rate 

which is going to result in the development or expansion 

of the resources, 

Qo Let me put this to you quite bluntly. 

In view of the fact that grain moving to export posi- 
tions in western Canada moves at a rate that was fixed 
in 1899 and hadn't been increased since and that the 
railways are not able to increase it and that the 
traffic moving under that rate is 32 per cent of their 
total revenue ton miles, is this a specific area that 
you have in mind when you say if the national interest 
requires it some action should be taken? Is that 
specifically one that you had in mind? 

A, There again, Mr. Sinclair, I think we 
have stated in this brief that -- I will read it to you: 

"Wwe are not sufficiently conversant with 

the complexities of the rate structure to contend 
that the rates charged for the movement of grain 
from western Canada are not compensatory." 

And then you go on? 

A. yes, then we go on, We do say that the 
whole structure of rates should be re-examined, and I 
am very much in favour of that. 

Qe Let me put this to you specifically. If 
that re-examination does show that grain.moving.to GS. 
export positions at the existing rates is not giving 
the railways just and reasonable remuneration, is that 


a specific area that you would feel should be subsidized 
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in the national interest? 

A. Well, that is a difficult question for me 
to answer, I would say this, that in accordance with 
the pFinotpie that I believe to be sound, I think if it 
is demonstrated conclusively that the railways are not 
getting sufficient revenue from the movement of any 
traffic, if that can be demonstrated, and that this is 
a continuing thing year after year, then I believe there 
should be some compensation for it in one way or another 
because, after all, the railways presumably must get 
their revenue from some source, we do not believe it 
4s sound economics to endeavour to recoup that loss 
from some traffic by inflated rates on other traffic. 

Qo Mr, Gathercole, would your thinking be 
affected in relation to this matter of recoupment if in 
some area where there was a loss the railways were 
free to take action to alleviate the loss or eliminate it 
but in another area they were not so free? Would 
that affect your thinking? I am speaking to you as 
ch econoniad now. 

A. Yes, This forms part and parcel of 
perhaps a re-examinatim or re-assessment of the whole 
rate structure, and that would be me of the factors 
that would have to be considered, 

Q. It is my fault, I ie but you and I are 
not communicating, but possibly if you don't want to 
answer my question, maybe you should do so, Léeé me 
put it to you again, Would the fact that the enero 


in one instance were prevented from taking any action 
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(Sinclair) 
1 
9 and in another case may be able to alleviate or discon- 
3 |) tinue the loss affect your thinking about what should 
4 be done? 
5 A. Well, this is a very difficult question 


6 because of the whole history of rate making, and through 
y|. the course of time the structure of rates has evolved 
g| and we think there should be a re~assessment of this 
9 rate structure, and that should be a matter for this 
10 Royal Commission to suggest itself, It is not up to 
11 us in Ontario to suggest the remedies for this. we 
12 have set forth certain principles which we believe to 
13 be sound, We believe it to be the function of the 
14 Royal Commission to make these recommendations, to make 
15 the studies and the examinations and evolve the solutions, 
16 Q. One of those matters that you say is a 
17| matter of principle, and therefore you think that the 
18 rate atructure should be re-examined is a statement you 
19| make in a number of places, and that is to the effect 
20|| that the value of service pricing is no longer applicable. 
21 MR, | MeDOUGALL: It is not an absolute black 
22| white, 1t is the range within which it 1s possible to 
23| do so is growing narrower, | 
24 MR, SINCLAIR: Q. So where you say on page 


25| 15, the third paragraph: 


26 "Value of service rates are sometimes con- 
27 sidered beyond defence because they are incurably 
28 tainted by their origin in monopoly" 


29 that is not what you mean; what you mean is a full 


30) range of value concept, charging whatever pqu can get, 
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only can operate under monopoly. 
MR, McDOUGALL?: yes. 

MR, SINCLAIR: Qe But you do recognize 
and you would support that value of service pricing 
in fixing rail rates should continue between the Limit 
of competing rates, rates of a enn yf mode of 
transportation as the ceiling, possibly, and the floor 
being the variable cost of providing the service, within 
that range? 

MR, McDOUGALL: yes. 

Qo Value of service sail ite should be 
applicable? 

MR. McDOUGALL: Yes. I. think that is the wa 
in which you get the maximum use of the physical facili- 
ties. 

Q. And it is only by getting the maximum 
use of the physical facilities that you get the optimum 
and lowest unit cost. You would-agree with that? 

MR. MecDOUGALL;: Yes.. 

Qs Now, therefore, in light of the answer 
of your right hand, Mr. Gdthercole, would you please 
then turn your mind to the question that I would put 
to you then again, In view of the fact that in one 
instance the railways have no power to adjust their 
rates, namely, the movement of grain to export positions 
and in other cases they are free to do so, would that 
affect your thinking as to what action should be taken? 

A.Well, if I were considering this problem, 
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statutory rates, limited as to the level, and other 
traffic should have freedom, that is a matter of course 

_ that would affect my thinking. It is bound to affect 
the Royal Commission's thinking. 

Q > Then let us turn to the type of service 
that is clearly in the national interest, that is in the 
interest of all Canadians that it be continued, for 
instance, the movement of grain to export positions 
in western Canada, and contrast that with the local or 
segment passenger service, whether it be local or a 
segment of passenger service, there would be very great 
differences in your mind, I take it,as to the action that 
vivndia) be taken in dealing with those two problems? 

A. Yes, I would say so. 

Q. And it is not your position, I take it, 
that a branch line that is moving largely grain, say, 

75 per cent or more, at statutory rates, and the branch 
line is not economically feasible under those: rates, I 
will ask you to assume with me, it would not be your 
position to say that what the Commission should do 
would be to look upon the problem as a branch line 
problem rather than the problem involving the movement 
of grain over the branch line? 

A. Mr. Sinclair, I was rather under the 
impression I had answered that. If a line is providing 
a service at less than cost year after year on a con- 
tinuing basis and the outlook appears that that is the 
future, that that was going to continue, then it must 


reconsider the rates that it is providing if it is unable 
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to achieve economy of service, 

Qe What you are saying is: first, if the 
line is uneconomic and the rates are at a proper level 
then consideration to its discontinuance must be given, 
but primarily the first thing to do is make sure the 
rates are at a proper level. Is: that not what you 
are saying? 

A. Yes. The rates must have some relation- 
ship surely to the cost of providing the service in one 
way or another in the long run, In the short run the 
railway, it seems to me, does not have to recover what 
its costs are, but in the long run as in other setae 
instances it must recover its out-of-pocket costs. A 
it is going to be kept efficient and up to date then 
there must be return so there can be renewal of that 
asset, of that physical product. 

Q. Now, if I may, I would like to turn to 
this suggestion that you have made that the railway 
industry is a declining industry. That is based on 
certain data that you have in your appendices and in 
dealing with this I hope you will bear with me and 
recognize it if I do not put to you the exactly technical 
term, and if you wish me to repeat it I will do so. 

I have in mind particularly your chart 1, 
graph 1, which is immediately following page 35 of your 
submission, and you say on page 10: 

"The fact that there is a low degree of 

contact between the annual data and the curve 
is due to the depth of the depression of the 


1930's," 4 
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Now, Ll suggest to you that the very fact that there was 
a poor degree of contact might indicate that the method 
you followed in fitting that trend line is the reason 
for its shape. 

MR. McDOUGALL: There is difficulty there in 
finding any curve that is respectable. It is an arith- 
metic plot and a Te eee curve but if you will take 
it that the depression follows well after the mean in 
time then it must have a very snarp effect upon the 
latter portion of it. 

Q. Well, if for instance instead of taking 
the explanatory trend line such as you did you had 
developed on a population and logarithmic line and also 
for freight traffic a logarithmic line and tested each 
of them by these squares and then put the two of them 
together you might have found that the degree of contact 
was much better than you have. Did you try that? 

MR, McDOUGALL: No, I did not. I did conside 
dropping out the very depth of the depression and de- 
cided since this was a mere description only it was 
petter to leave it rather than attempting to drop it. 

Q. Let me ask you one further question: 
there are cyclical effects in this period covered by this 
graph and by this trend line, correct? 

A. yes, 

Qo And if there are cyclical effects, as you 
say, surely then there is no provision made for the 
cyclical effect on the end of the time series under 


this method you have followed? 
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MR, McDOUGALL: Exactly, but since it is 
based on the whole period 1875 to 1958, the cyclical 
effect of 1957-58 is going to be rather minor. 

Q. In any event, the end cyclical effect 
can very well have a downward -- bend the line downward 
more than would be justified by the facts? 

MR, McDOUGALLs yes. 

Qo Now, to return to the question I put a 
little earlier; if the cyclyes, and you said, 1 think, 
they were based on five-year moving averages? 

MR. McDOUGALL: Yes. 

Q If the cycles were either more or less 
than the five years then the fact that you took five-yea 
periods and moving averages of five-year periods could 
have distorted the movement of the line, the trend line? 

MR, McDOUGALL: yes, 

Q- Now, one other point; in dealing with 
this material statistically you have developed this on 
the basis of head of population to tons carried so that 
is tons originating? 

MR, McDOUGALL: No, it is carried plus re- 
ceived from ee eo re interchange between 
Canadian railways. It is all in here, The only way 
I can get anything that runs a long period is to take 
that rather unhandy een bag. 

Qo But what you have done is take tons 
carried rather than ton miles? 

Mr. McDOUGALL: Yes. 


Q. And in so doing you have not given weight 
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to the service factor, the total service factor of the 
railways in freight transportation? 

MR, McDOUGALL: No, sir, that is covered in 
the appendix, table D. 

Q. That is something I want to discuss with 
you, then. You have stated that the rallways are a 
declining industry, and my suggestion to you is that if 
fot take the last of the two five-year periods either as 
shown in your table A or as shown in your table B, one 
being tons carried being table A, and ton miles being 
table B, you will find contrary to any decline that 
both in absolute terms of tons carried and in average 
the second five-year period, namely 1954 through 1958, 
is higher than the first five-year period, namely 
1949 through 1953. You can take my figures subject to 
check, The total for 1949-1953 on your table A is 
872 tnousands, 623 thousands, or an average of 174,565 
Lhousands, 

MR. McDOUGALL: This is ton miles, 

a It is tons carried. I will give you ton 
miles in a minute. The period 1949-53 and comparing 
that to 1954-58, the total 1949-53 is 872,823 thousands 
or an average of 174,565 thousands. The second period 
1954-58 a total of 936,169 thousands or an average of 
187,234 thousands. So that you can have it before you 
all at the same time, Professor McDougall, would you 
turn to your table D and for the comparable periods again 
1949 to 1953, the total I make is 309,873 and this time 


millions, an average of 61,975 millions. In the period 
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1954 through 1958 the total is 339,947 millions, an 
s average of 67,989 millions. 
Now, you have those figures before you on 
‘ your table as I have added them,and taking them subject 
: to check would you not agree with these figures that 
E your own data show that the railway industry is an 
expanding industry but at a declining rate pather than 
a declining hkavaliry te 
16 MR, McDOUGALL: I thought I had said nothing 
‘1 more than a decline relatively. 
13 MR, GATHERCOLE : Declining in relation to 
3 the growth in population and the general economy, 
id Qo I think what I point out to you was: 
yal. "The detail proofs of the statement that 
16 the rallways are about forty years away from 
17 their peak of influence and are now a declining 
1% industry are given in Appendix i." 
19 What you mean by that, I take it, is merely what I said, 
56 that they are an expanding industry but at a declining 
a1 rate of growth? 
22 MR,. McDOUGALL: A declining rate of growth 
73 and declining in relation to the growth of population 
94 as well. 
95 | MR, GATHERCOLE : That is shown in that state- 
6 ment. 
7 Q. Just one other matter of statistics before 
28 we leave that aspect of it. Would you turn to your 


99 page 17; chapter 5, and the tables there following. 


30 Here you make certain references as to the car mile 
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revenues for traffic originating in Ontario and you 
compare that to certain national averages both after 
and before duplications were removed. Now, as I cal- 
culated it what you did was this; you do not give your 
method here, but tell me if this is right: what you 

did was, you took the dma tebe For instance, . 
agriculture is in total national in the period 1954- 
1958, 21.6 and you state you used weights of the average 
car mile, so what you did was multiply 21.86 for 
agriculture, being what you say is a percentage of the 
national total originated in Ontario --- 

MR, McDOUGALL: Would not table 4 be much 
more nelpful? 

Q. Well, I find great difficulty in this 
field because I am not good at it, so if you just bear 
with me andif I am wrong you can tell me why. What I 
think Stave done, you have taken the 21.86 and 
multiplied that by the 34 that is shown for the average 
revenue per car mile in Ontario for Canada and have done 
that for the various commodity groups as 2 Is 
that not the aly you did it? Table 2. 

MR, McDOUGALL: You are looking at table 2? 

Q> Tables 2 and 4, to arrive at your figure 
of 58.08 cents as shown? 

MR. McDOUGALL: If you look at tables 3 and 4 
you would see it exactly. The final column in wate. 
3 is the first column of table 4; the second column of 
table 4 is drawn pace the Waybill Analysis. 


Q. No matter how you do it, using table 3 or 
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table 2, let me suggest that is --- 

MR. McDOUGALL: That is the method, yes. 

Q. Well, in doing so I suggest to you that 
you have not reflected the mix of the various commodities 
in Ontario. In other words, you have not properly given 
any weight to any difference between the mix of commodi- 
ties in Ontario as against ,the national average. Had 
you thought of that? 

| MR. McDOUGALL: I would like to see that idea 


developed. 
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Q. For instance, one way of developing it 
; would be to take on table e2 orgy the first five commo- 
. dity groups, add them up and take each one as a per- 
: centage of that total, and then that would give you the 
; commodity mix, but your difficulty, Professor McDougall, 
: is this, isn't it, that you then do not know how to weigh 
that, because in taking the average revenue per car 
mile you do not know, do you, either, wnether the average 
FY length of haul in Ontario originated traffic is the same 
“ as the national average? 
12 MR. McDOUGALL: No. 
13 Q. And you do not know whether the average 


14 weignt per car, where rates depend on minimums, is the 
15 same in traffic originated in Ontario as in the 

16 national average? 

17 MR. McDOUGALL: No. 

Q. And if Ontario in any way departed from 
the national average you have, either in length of haul 
or in weight, where minimums apply, you have not got the 
proper answer? 

MR, McDOUGALL: Agreed, 

Q. I don't want you to think that I am 
suggesting to you that the freight bill from Ontario is 
not high, What I am suggesting to you is the dis- 
abilities of working with car mile data. 

MR. McDOUGALL: It 1s the disability of 
working with data which is not reported on a provincial 
basis. It is catch as catch can. 


Q. But the ‘real disability is car mile data 
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instead of the ton mile data, if you had worked on ton 
mile data you would not have had the difficulties I have 
pointed out -- not to the same degree, anyway; would 

you agree with that? 

MR, McDOUGALL: You would get a different re- 
sult? 

Q.. You would get a different result? 

MR. McDOUGALL: yes. I don't know whether 
the difference would be significant. 

Q. Well, now, just one other little point, 

I was struck by your statement that Mr. Hume referred to, 
and that is on page 13, and that is that the rise of the 
motor competition did not initiate cue decline -- and 
here ae are talking of the decline in tons carried per 
head of population, and you referred as the basis of that 
statement, I take it, to table A? 

MR. McDOUGALL: yes. 

Q. I would ask you to give some consideration 
to testing it by table B. Keeping in mind table B, would 
you see if you could agree with me on this: the high 
point prior to World War II is 1928? 

MR. McDOUGALL: Yess 

Q. And there was a decline thereafter which 
I suggest to you was caused mainly by the great depres- 
sion and also by the impact of competition both private 
and commercial -- looking at your table? 

MR, McDOUGALL: You are now touching the 
period, let us say, 1928 to 1930 what? 


Q. Oh, 1939, 1940 -- just before the war 
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came along. First, can we agree that 1928 is the high? 

MR. McDOUGALL: yes, 

Q. Yes? 

MR, McDOUGALL: Now, in revenue --- 

Q. Well, these are ton miles? 

MR. McDOUGALL: Yes. in terms of ton miles, 
I would say that the level of capital investment in the 
country, the low level of the thirties, was much more 
important than the rise of motor competition. 

Q. But the two factors were working, includ- 
ing both private and commercial transport? 

MR. McDOUGALL: yes. 

Q. Highway transport, Then, the next period 
we would take would be, say, 1939 to 1945, and the period 
immediately thereafter, and ‘pote’ period there is 
war traffic and restrictions on private and commercial, 
but mostly on private transport; would you agree with 
that? 

MR. McDOUGALL: Physical restrictions -- the 
difficulty of getting tires and trucks. 

Q. Gas rationing? 

MR. McDOUGALL: yes. 

Q. But, specifically, that was more impor- 
tant privately than it was commercially because you will 
agree commercial operators had certain priorities, but 
private operators -- you must remember; you were a 
private operator yourself: how did you do -- you walked? 

MR.. McDOUGALL: You are thinking more of 


passenger traffic than freight? 
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Q. I am thinking of passenger traffic with 
you, and I might be thinking of other than passenger 
traffic with somebody who may haul groceires in his car. 

MR. McDOUGALL: Certainly, there were restric- 
tions during the war. 

Q. And so, therefore, we come to the two 
periods 1949 to 1953 and 1954 to 1958 which I discussed 
with you diutient 

MR. McDOUGALL: Well, I think, sir, that in 
the period 1954 to 1958 one is only given the reports 
on the Quebec North Shore and Labrador for the years 
1955 to 1958. If I remember correctly, in 1956 
300 ton-miles per head of population was produced on the 
Quebec North Shore and Labrador alone. This is an 
industrial facility. It is not part of the general 
railway network, 

Q. Have you checked the data to see what 
was the all-time high in ton miles on Canadian Pacific? 
I suggest to you it was 1956. 

MR. McDOUGALL: I didn't check it. 

Q. And that some of the years since that 
have been second highest except for 1956. You have 
not checked that? 

MR. McDOUGALL: No. 

Q. So, while there is a bias about the 
figures by the introduction of the Quebec North Shore 
and Labrador, notwithstanding there are these other 
factors that would fit in with the general pattern; 


would you agree with that? 
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MR, McDOUGALL: Yes. 

THE CHAIRMAN: Well, we will adjourn now 
and meet again at nine-thirty tomorrow morning. 

MR, TURVILLE: Mr. Chairman, before we 
adjourn, my instructions indicate that there is no 
present intention yet of arranging for a further sub- 
mission, but there may be later, and I would express 
the hope that other counsel might make what further 
cross-examination they would wish at the present time, 
just in case thereis no further submission, 

THE CHAIRMAN: That is what I suggest to 
them -- in case Mr. Gathercole does not go to Ottawa; 
they should take him while they have him. 

We will adjourn now until nine-thirty to- 


‘morrow morning. 


~--Adjournment. 
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ANGUS, STONEHOUSE & CO. LTD. 7191 
TORONTO. ONTARIO 


Toronto, Ontario, 
Tuesday, 
March 15, 1960 


---On commencing at 9.30 a.m. 


THE CHAIRMAN: Before we start this morning 
I may say that to save time the following witnesses have 
agreed that their evidence will be taken as read and that 
anything can be added by them and then they will be 
Subject to cross-examination;: 

The Conference of Southwestern Ontario; the 
Toronto Harbour Commission; the Board of Trade of 
Metropolitan Toronto; the Canadian Electrical Manu- 
facturers Association and the Canadian Transport Tariff 
Bureau. We will save quite a bit of time on those. 

MR, HUME: If they are going to be taken as 
read, is there any possibility of getting, for the bene- 
fit of those who were not here yesterday, the Metro- 
politan Toronto brief and the Canadian Electrical 
Manufacturers Association brief? 

MR. SINCLAIR: Someone was handing them out. 

MR. HUME: All right. 

THE CHAIRMAN: I might say in regard to the 
briefs that in reading them I note there are some points 
which concern only the Board of Transport Commissioners. 
We are not an appeal court from the Board of Transport 
in that sense, nor are we supposed to invade their 
territory, so, while the submissions will be received» 
there will be no cross-examination on that part. We 


are not touching what it is not our job to do. 
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CROSS-EXAMINATION BY MR. SINCLAIR (Cont'd): 


Q. Yesterday,Mr. Gathercole and Mr. McDougall 
jointly, we agreed that the railway industry in Canada 
was an expanding industry but at a declining rate of 
growth, In your submission you advanced certain 
reasons for this declining rate of growth and as a basic 
premise you suggested that the railways had not modern- 
ized their equipment and were not competing in aggres- 
siveness and efficiency with alternative services. 

That is the language of your submission, 

In the light of that, you would agree that 
in the postwar period Canadian Pacific has practically 
completed a complete changeover in its motive power 
from steam to diesel? 

MR. McDOUGALL: yes. May I add that in 
relation to freight traffic -- I will take maybe an 
ambilavent case -- but in relation to freight traffic 
there is no doubt it is a declining industry. 

Q. I will talk mainly about freight traffic, 
and in regard to that qualification you put, which I 
would agree with, but in regard to your basic premise 
of aggressiveness and efficiency, we have agreed on 
the changeover in motive power. In the postwar period, 
just to deal with the passenger matters, Canadian Pacific 
introduced the modern flexible dayliner service and 
has applied it in a number of cases across Canada and 
in fact has the largest North American fleet of day- 
liners? 


MR. McDOUGALL: I could not specify as to the 
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actual size, 

Q. Did you know they introduced them? 

MR, McDOUGALL: yes. 

Q. In the postwar period Canadian Pacific 
introduced modern stainless stee] dome 
passenger carrying equipment for its main line operations 
and in the postwar period Canadian Pacific introduced 
the first modern push-button yard, as it is generally 
ealled, at St. Luc in Montreal -- you know that? 

And in the postwar period Canadian Pacific introduced 
specialized freight equipment such as covered hoppers, 
press centre flats and other modern types of equipment 
-- you knew that? 

MR, McDOUGALL:; Yes. 

Q. And in the postwar period Canadian Pacific 
made the first major industry application in Canada 
of integrated data processes -- you knew that? 

MR. McDOUGALL: I did not know it was the first 

Q. And in point of fact the present machine 
that it has is the first application of this advanced 
high speed computer that has been adopted by industry -- 
you did not know that? 

MR, McDOUGALL: No. 

Q. And in the postwar period Canadian Pacific 
introduced piggy-back services and applied them widely, 
so that they are now available across Canada for both 
railway trailers and for common carriers -- you knew 
that? 


MR. McDOUGALL: Yes. 
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Q. In the light of these facts upon which 
we have agreed, would you not agree that it is a mis- 
conception to say that the railways have not aggressively 
changed their eee their equipment and met the 
modern changes of technology and the requirements of 
industry? 

MR. McDOUGALL: They have gone as far as they 
have been able to. Whether it has been enough in the 
circumstances is the question, 

Q. Are you saying that the major area where 
they have not gone forward is in the labour area? Is 
that what you have in mind? Because we have quite a 
list of equipment and electronic applications that we 
have just ®2greed on, Is it in the labour area you have 
in mind particularly? 

MR, GATHERCOLE: Not necessarily. The im- 
pression we had in studying the situation was tee it 
applies generally. you have outlined a list of a 
number of improvements which have brought about great 
progress in railroading in the country, but the impres- 
sion we have is that there has not been a sufficient 
amount of flexibility and modernization in the industry 
to keep it abreast of the times, 

Q. That may be an impression that comes 
from a layman's point of view but not an impression that 
would be gained by a student of railroading. That 
would be a possibility, you would agree? 

MR. GATHERCOLE: It is a layman's judgment, 


I would grant you, but I think it is one that is quite 
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widely shared across the country. 

Q. You will recall that the Prime Minister 
and I agreed yesterday, and he certainly found this to 
be so, that people who have the responsibility of 
government often find that people outside of government 
claim that if they were there things would be better and 
indeed would quite openly say that the policies being 
followed were not the best policies. That analogy 
can quite apply in another case, couldn't it? 

MR, GATHERCOLE: Yes, I would not deny that. 

Q. In regard to the flexibility matter that 
you raised,on page 13 and part of page 14, youc@al with 
the running of heavier and longer trains. You say: 

"There is no doubt whatever that this 

reduces direct costs; but it also involves 
indirect costs of no mean order. The making 
up and breaking of long trains in the initial 
and final terminals is not only expensive in 
itself; it also consumes a great deal of time," 
And then you say at the bottom of that pargraph that 
I was reading from: 
"Traffic was delivered to the railway; 
eventually it was received by the consignee; 
but the intervening period of highly uncertain 
length was set so as to minimize the movement 
cost which the railway had to bear, not to 
maximize the value of the service," 
I suggest to you that it is a very easy exercise, and 


one that some people do from time to time, nd that is 
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to sit in a room and take a rating book of locomotives 
and to play Chinese Beene as to how you move traffic, 
and, without any knowledge of traffic flow, to load 

all locomotives to their maximum capacity and see what 
that does to costs, without any reference to traffic 
flow, as I say. But you are suggesting, I take it, 
that the Canadian Pacific by use of diesel motor power 
and by building trains to certain capacities are not 
properly vevanelne movement costs with traffic require- 
ments -- is that what you are suggesting? 

MR. McDOUGALL: I think you have not noticed 
the opening words of the first sentence: 

"In the railways' great period of growth 

there ee fevered certain factors which... ." 
and it continues, 

Q. What you are saying is that this is in 
the period when they went to heavier steam power, not 
to diesels? | 

MR, McDOUGALL: Yes. 

Q. Well, then, would you agree with me that 
the diesel locomotive and its application to railway 
operations gives greater flexibility because of the 
fact that it would take off or put on units and operate 
them in multiples? 

MR, McDOUGALL: Yes. 

Q. So there has been a marked advance in 
that regard through the diesels? 

MR, McDOUGALL: Yes, subject, of course, to 


the cost of labour -- if you have an absolutely standard 
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crew per train. 

Q. That is an interesting comment, Mr. 
McDougall, because that leads up to the point you make 
later on page 14, in which you say: 

"Rigidity and unalterable requirements and 
standards, involving an unnecessary degree of 
labour content, militate against the railways 
obtaining business and the workmen obtaining 
work," 

Now, Mr. baineneaie and Mr. McDougall, jointly, you 
know that the Canadian Pacific led the North American 
railroads in the progressive removal of firemen from 
freight yard diesels-- you know that? 

MR, McDOUGALL: Yes. 

Q. Did you also know that through integrated 
data processing and speeding up paper work that labour 
intensity in that area, in the railway industry, was 
being lessened? Did you know that? 

MR, McDOUGALL: I took it for granted. I did 
not know. 

Q. Did you know that by the application of 
centralized traffic control that work done by the 
dispatcher to a train order operation was being elimina- 
ted? 

MR, McDOUGALL: Yes. 

Q. And are you suggesting that the Canadian 
Pacific management, in the light of these matters, were 
showing any rigidity or lack of adjustment in their 


labour practices? 
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MR. McDOUGALL: Within the limits made pos- 
sible by the external environment, they may have done 
all they could. The question is whether the railway 
industry is not now coming to a situation where some of 
these external factors must also come in. 

Q. What you are saying is that they have 
done much but there is still more that can be done? 

Is that what you are saying? 
MR. McDOUGALL: I think I am saying more than 
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: Q. Well, are you saying --- 

: MR. McDOUGALL: May I continue? 

$ Q. Certainly. 

. MR. McDOUGALL: That it appears to me that 

° the deterioration in revenue is such that more must be 
e done. 

7 

5 Q I see, What you are saying is that be- 
‘ cause of the fact that the railways are capital heavy 
4 and labour heavy and in modern costs of labour and, 

“eC indeed, modern costs of capital, more and more redress 
12 action must be taken in regard to the labour factor of 
13 cost.. Would that be so? 

14 MR. McDOUGALL: It is not solely the factor 
15 of cost; it may be a reduction in the quantity and kind 
16 of service that is given. 

7 Q. Well, let me suggest this to you and see 
18 if you agree with it. As you know, this question of 
19 the firemen on diesels involved two strikes on the 

20 Canadian Pacific, with hearings involving a Royal 

a1 Commission continuing many months; indeed, the hearings 
yy) involved in the issue lasted over some two years. You 

agree with that? 


MR. McDOUGALL: yes. 
Q. And this involved a relatively small 
number of men on the Canadian Pacific? 


MR, McDOUGALL: yes. 


Q. So if that was the experience of Canadian 
Pacific management indealing with that problem, what 


is your suggestion for them to deal with any other 


2! node aa sidns eat of 40yon sit gia? oq Yum mc 
CE Ot el ey fee af sald DhueM a 


hse che Hay iy NCO 
\ 


egos tle epaton’ vor Py n oh i TANG 


hs 


—— 


iM sa 


Se 


‘bana ie yeikinanp: aa nt coRtsubon Pt oe an its 
via at tnde set 


( 


SAR) Bah nlby, 08 alia dy vive pit mt sifew 8 


a 


ca 2 mnoLdasup akss, woe! “ue Me ea ‘a te wengs we ut 


‘ 


eid) #0 abate ‘ond bewbowne | etaaeth 0 nomen? ft 


a 


Leyon 4 y anitybowa spain ty aobaiges nanan | 


saatasod bial pia partanon wien portant snes 


eee mee 


ng een, ows. pion neve, boca una alt at eviews 


| | | | Ona eds: dt aegis | 
| ok aa ae aor “sarnanod a me 
i Home "ie eybite ot @ pow ova ata ‘ao | Le | i 
| | | cot ubaed abbey one is fon to) rsdn 
ies | | «ete: _ aAaniaa a mt 


tatnao te mena! SG oad Bi eB as 
esse ee Attn, neh, ot od Le mtsaoaaen 9 


: 
f 
i 
roe 4 . : Ki i a 
cae Cn on y Ai al ; ) Jo ft 
mh aw ) aM ie ; m . ae 
é a ( j 
a Oe Te ae ae } ie 
av S< i 
{ 7 lL. a ‘ y 


2) 


Ul 


’ Gathercole ) 

< ANGUS, STONEHOUSE & CO. LTD. McDougall ) cr-ex 7199 
TORONTO. ONTARIO (Sinclair) 

problem you may have in mind that may result in a more 

expeditious determination of the issue? 

MR, McDOUGALL: Sir, I am not a railway 
executive; I can't answer. 

MR. GATHERCOLE: I think, Mr. Chairman, if I 
may just make an observation there, We recognize that 
there are certain traditional practices which undoubtedly 
represent a rigidity in the railway system. On the 
other hand --=- 

Q. Such as, Mr. Gathercole, I mean, that 
is a very broad statement, but it is easy to make 
broad statements, we all know, but for us to understand 
we need an example. Such as? 

MR. GATHERCOLE : Well, in my understanding 
of the operation of the yard trains, for instance, there 
may be a division of labour there so that the main 
train lines, the yard crews, are not able to operate in 
the yard themselves. 

Q. You may, as some people do, read American 
publications, What you have just said is applicable 
in the United States, but if you look at Canadian labour 
agreements you will find that the restriction on 
switching on the road crews in Canadian Pacific alone, 
speaking of it alone, road crews do do yard switching, 
and in this respect they are much different to the roads 
in the United States. Didyou know that? 

MR. GATHERCOLE: Well, I am not familiar with 
that distinction. Are you suggesting that there are no 


workmen, there are no employees who are not doing an 
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Si ttinnts making an optimum contribution to the railway 
system? Now, we are not suggesting that there can be 
any radical or drastic cutting of staff or anything of 
that kind. What we are suggesting is that there are 
opportunities im-any large organization in the normal 
turnover of staff. 

Q. Well, there may be opportunities in the 
Government of the Province of Ontario. 

MR, GATHERCOLE: Absolutely. 

Q. And they might be greater than on the 
railways. 

MR, GATHERCOLE: They might be. I wouldn't 
deny that they were and I wouldn't say that they were. 
But I am saying that in any large organization there are 
always opportunities of making improvements. 

Q. All you are saying -- would this be right, 
Mr. Gathercole, that the railways, of course, don't try 
to pretend that they are in any way perfect in this 
matter and they do expect and hope to improve, and that 
is all you are saying, that they should try their very 
best to improve? 

MR. GATHERCOLE: That is what I am saying -- 
with a modern system, constantly improving and growing 
in efficiency. 

THE CHAIRMAN: You want vigilance in that 
regard? 

MR, GATHERCOLE: Certainly. 

MR. SINCLAIR: Q. I suggested that it would 


be wrong to take everything you hear from the United 
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States and read in periodicals about the United States 
as being applicable on the Canadian Pacific in regard 

to railway matters on the Canadian Pacific, and I also 
asked in relation to this so-called featherbedding. 

Have you ever taken a look at the printing trade and 
seen the make work factors in the printing trade? Have 
you ever studied that? 

MR. GATHERCOLE: Yes, there are make work 
practices in many enterprises, but the fact remains that 
what we are saying is that we believe that during the 
course of time there should be a reassessment of the 
position and a constant endeavour to achieve greater 
economy and a greater degree of efficiency. 

Q. But you are not suggesting in so far as 
the Canadian Pacific is concerned that is not taking 
place? 

MR. GATHERCOLE: No. 

Q. Now, yesterday I think it was Professor 
McDougall -- Mr. Gathercole, if you wish to speak to 
this, fine -- we had some discussion on railway pricing, 
and I only wish to deal with one or two more questions 
on this. This is in a number of places in your brief, 
one place being page 15, and I think I should put it to 
you this way: you would agree that in railway pricing 
it is essential that competition be met realistically. 
You would agree with that, Mr. Gathercole? 

MR. GATHERCOLE: Yes, I do. 

Q. And that a factor in railway pricing is 


competitive modes of transportation, cost and convenience 
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MR, GATHERCOLE : Yes. 
° Q. And you would agree that differential 
; pricing is applicable to the railway industry just as 
it is to other industry? 
MR, GATHERCOLE: Yes, that is true. 
: Q. Now, I then ask you to turn to page 21 of 
‘ your brief, just before the table, and I will deal with 
: that. In the last sentence before the table you state; 
fs "As long as there is any cross subsidiza- 
rr tion in railway rates the burden is likely to 
12 fall on those areas where geographical location 
13 and the character of their production tend to 
14 make them dependent upon the railway for 
15 service." 


16 Now, in so far as the railway is the most economic 

17 carrier for any character of service or in any area, 

18 differential pricing within the range of railway costs 
19 and substitute mode of transportation doesn't adversely 
20 affect the industry involved, does it? 

M1 MR. GATHERCOLE: Well, our position there is 


22 that we believe that the railways should not take 


23 advantage of what may be a quasi-monopoly position in 

24|| Some regions by charging rates which are in excess of 

95|| costs in order to recoup themselves because they must 

26 || meet competitive forces in other lines and in the movement 
97|| of other commodities. 

28 Q. Let me suggest this to you and see if you 
29 || agree with this. The truck transportation is not per- 


30 || vasive throughout Canada as it is served by the Canadian 
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Pacific Railway? 

MR. GATHERCOLE: Yes, but you would agree, 
Mr, Sinclair, that it is more prevalent in some part of 
the country than in others. 

Q. Have you studied the effect of the appli- 
eation of trucks across Canada in recent years? This 
is another idea that is thought of by people and they 
think it is continuing. Have you made any study to 
see what application there is of competitive trucking 
across Canada? 

MR. GATHERCOLE: We haven't made any inten- 
sive study. We have undertaken some examination of 
this field in relation to this submission itself --- 

Q. Have you any figures? 

MR. GATHERCOLE: I am not submitting, not 
prepared to submit any figures here at the present time. 
But surely you are not suggesting that in many parts 
of this province, in the northern part of the province 
there is as much competition coming to the railways from 
the Seusicine industry as there is in the southern parts? 

Q. I am suggesting just that. 

MR, GATHERCOLE: Well, you can suggest it. I 
don't accept it myself. I don't concur in your views. 

Q. Competition must be looked at both actual 
and potential. Have you overlooked the second part of 
LG? 

MR, GATHERCOLE: Yes, but we are looking at 
it --- 


Q. But railway rates are based on both 
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actual and potential. 

MR. GATHERCOLE : By potential do you mean 
twenty-five or fifty years from now when the northern 
part of Ontario may be crossed by a more comprehensive 
network of railways than at the present time? Are you 
speaking of today or five years from now? 

Q. No, I am speaking of the present and 
immediate future. I am asking you to consider the 
Canadian Pacific lines in what you call northwestern 
Ontario, and I am asking you to take a look at Trans- 
Canada highway in respect of that line. Have you ever 
done that? You see, you can't generalize about rail- 
ways. I am asking you to forget about anything but 
Canadian Pacific, and I am suggesting that Trans-Canada 
highway parallels this system from the Quebec-Ontario 
border right through to the Pacific coast with the ex- 
eeption of a very short piece near Sudbury. 

MR. GATHERCOLE: Mr. Sinclair, I am quite 
sure that many people in the province will not agree 
with you. 

Q. It is quite easy not to agree with me. 

I am asking you if you have considered the factors of 
both actual and potential competition? 

THE CHAIRMAN: Well, Mr. Gathercole, I think, 
has answered that, Mr. Sinclair. 

MR. SINCLAIR: Very well, Mr. Chairman. 

Q. Then in considering competition, did you 
know that foreign market competition was a factor in 


freight rates? Did you know that? 
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MR. GATHERCOLE: Well, inevitably. 

Q. Did you know that pervasiveness of com- 
petition in regard to modern technology in so far as 
moving bulk commodities -- for instance, sulphur: did 
you know that sulphur can be successfully moved by 
pipe line? 


MR. GATHERCOLE: I wasn't aware that sulphur 


was. 

Q. Did you know that coal could be? 

MR, GATHERCOLE; yes. 

Q. Did you know that coal could be moved by 
conveyor? 


MR, GATHERCOLE: Yes. 

Q. And those are all potential factors that 
must be taken into account when you are considering com- 
petition? 

MR. GATHERCOLE: Very much so. What we are 
contending for is a maximum policy, and we believe that 
the railways should adapt themselves. 

THE CHAIRMAN: One of the difficulties for 
this Commission is that the world is moving so fast, Mr. 
Gathercole, 

MR. GATHERCOLE: Yes, that is very, very true 
and we have a lot of sympathy for the railways. We 
are not antagonistic to the railways; we want to see 
them modernized, we want to see them doing the best 
possible job in Ontario. 

MR, SINCLAIR: Q. Fine. I recognize that 


you are not antagonistic. We want to see that you 
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recognize all the factors involved. 

Now, let me ask you this: if the railways 
practise differential pricing, cross subsidization, 
value of service -- call it what you will -- I am 
using them synonymously -- if they practise value of 
service pricing within their variable cost as a floor 
and a ceiling of competitive mode of transportation 
costs, how can there be any misallocation of resources 
as a result of transportation pricing? 

MR, McDOUGALL: I.think,, sir, if,.I can draw 
your attention to what is said on page 26, starting hd 
line 5. 

"Tt appears to us that some of the rates 

in northern and indeed southwestern Ontario are 
being maintained at levels higher than those 
made available to other shippers for comparable 
distances, though they are contrary to the 
railways' own best long-run interests: there 

is a reluctance to sacrifice the immediate 
revenue, even though it would strengthen the 


railways’ long-term position." 
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Q. Well, if you do not mind I will come to 

s that point after I have finished this one, This 
: arises from a statement made by Mr. Gathercole and 
: arises out of your statement on page 21 which I read 
: into the record about cross subsidization. Mr. Gather- 
; cole said that what they objected to was having higher 
rates than cost on one segment of traffic to make up 
: for others and he there means total costs, obviously, 
. to make up for less than. total costs on other segments 
‘e of traffic, so eipaneine from that my question to you, 
he said he chebmienteat was wrong. So, to you jointly 
13 -- I think he gave you the ball -- as long as the 
4 railways were practising cost subsidization, differen- 
15 tial price and Value of service pricing within the 
16 area of their variable cost and the cost of competing 
7 modes of transportation how can there be any misalloca- 
18 tion of resources? 
19 MR. McDOUGALL: Only in so far as it leads 


really to paying excessive premium on the immediate 
year's income and forgetting what follows. 

Q. Only in that degree? 

MR, McDOUGALL: Yes. 

Q. That puts that in that sequence, and that 
is why you say to turn to page 26? 

MR, McDOUGALL: Yes. 

MR, GATHERCOLE: If I might interject there: 
you may have misuse of failure to develop your resources 
to the optimum degree by reason of the differential rate 


policy. That is to say, what we are contending, 
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charging unduly high rates in some areas which may be 

coming into development, the attempt to utilize in 

order to recoup from the others,you may have an unfavour- 

able disemployment of economics. 

Q-. I suggest to you that is a different 
problem from railway pricimg:as we have been ot eeoeetne 
them, It is a problem you have introduced of using 
development rates for a period of infant industry 
development which would enable them to expand; is that 
your position? 

MR. GATHERCOLE : In part, yes. 

COMMISSIONER MANN: I wonder if there is not a 
difficulty in terminology between you and Mr. Sinclair. 
Misallocation of resources, the term as Mr. Sinclair 
uses it, I understand was in regard to transportation 
resources and your interpretation was economic resources 
generally and I think that has caused some of the diffi- 
culty. ar 

MR, SINCLAIR: I think it can well be 
applicable to both, Commissioner Mann, and I think when 
Professor McDougall did state it and as it was amplified 
by Mr. Gathercole, it shows they had both areas in mind. 
But, leaving their answer only to misallocation of re- 
sources in transportation and under a proper freight 
rate pricing policy of value of service, differential 
pricing within the limits that I have spoken about and 
leaving aside, Mr. Gathercole, development rates how 
could there be any misallocation of resources in the 


economic sense outside of transportation? Apparently 
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ANGUS, STONEHOUSE & CO. LTD. McDougall ) cr=-ex 7209 
TORONTO, ONTARIO (Sinclair ) 
the Commission wants to have your thought on that -- one, 


both, or jointly. 

MR. GATHERCOLE: I think, Mr. Chairman, that 
the question as it is posed involves quite a number of 
imponderables. 

THE CHAIRMAN : That may be answered later, 
then, Mr. Gathercole, in writing to the Commission. 

MR. GATHERCOLE: yes, perhaps we would have an 
opportunity of thinking it over. 

THE CHAIRMAN: You know these questions Mr. 
Sinclair poses are not so easy of answering off the bat 
and I think you have the right to reserve your answer 
and to send a copy of the answer to him and send a copy 
to us. 

MR. GATHERCOLE: Thank you very much, we would 
like to do that. 

MR, SINCLAIR: And I would have the right, I 
take it, to ask, when I receive it, for clarification? 

- THE CHAIRMAN : Well, when you stop asking 
questions it will be a fine day. 

MR. SINCLAIR: Q. While we are at page 21 
and before we move to this point that I wish to deal with, 
if you look at that table which you refer to as the 
footnote from page 20 you say: 

"The position of therailways is in one respect 
at least an unenviable one, On one hand they are 
subject to the limitations of the statutory rates 
on grain and flour and on others they are confronted 


with the aggressive competition of other carriers." 
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you refer to this footnote being the table 
which is shown on page al. I agree with you that the 
problem -- that statutory rates do present a problem but 
I suggest to you, looking at 1958 to show how great that 
problem is, you show that statutory rates bring in 10.5 
of the revenues and it is based on the Waybill Analysis. 
If you use the same Waybill Analysis a portion of 
revenue ton miles moving on statutory grain I think you 
will find it ig 32.5 per cent -- on a 100 per cent 
sample it is oueanaowiecs but using the Waybill Analysis 
which is 10.5 in revenues equals 32.5 in work. I 
suggest to you that if you double the revenues from 
grain as the railways contend is necessary to put them 
on a just and reasonable basis and to fit into the 
rate structure in a reasonable way, these percentages 
would move markedly, obviously. 

MR. McDOUGALL: They would change. 

Q. I would suggest that the grain would 
come close to 20 -- 19 point something. 

MR, McDOUGALL: yes. 

Q. And they would affect all the other per 
cents? 

MR. McDOUGALL: Naturally. 

Q. I would suggest what you have done here 
is take what is covered by the Board's Waybill Analysis 
and the Board's Waybill Analysis does not give any 
weight to international traffic or bridge traffic, 
that is traffic transit in Canada and that is a large 


volume on the Canadian Pacific, as you know. 
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MR, McDOUGALL: It moves on both major lines 
-- oh, yes. | 

Q. And that put in here in the heading "Class 
and commodity rated traffic" would again markedly change 
those percentages? 

MR, McDOUGALL: Yes, but you will have to 
supply the percentage that is of total because I cannot. 

Q. All I am saying is this table has to be 
taken -- you point your source out -- and all I am saying 
is the source does not completely cover the picture, 
one, on account of the fact that statutory rates have 
been fixed at a level, fixed in 1899, and the other thing 
is that the Waybill Analysis does not cover inter- 
national and bridge traffic. That is all I am pointing 
out. 

By the way, you have listed at page 22 a 
number of points that you say influence the economic 
activity and emphasize the importance of railway rates -- 
influence the economic activity and emphasize the nee: 
tance of railway rates in certain parts of the province. 
Now, you have overlooked, I would suggest to you, one 
major factor that influences economic activity, and 
that is labour costs in industry in Ontario as compared 
with labour costs in other nan of Canada or in the 
United States or in countries in which the manufacturers 
or producers of materials in Ontario are competing. 
It is a very major factor, is it not, and one of growing 
importance, and one of the major disabilities of our 


North American economy? 


ae 


oe ie hile Bey a 


an fl 


seis at mal nu . oan es | 
Wiis a ro ie a? we oh aS 


r oad cttw wey Sit ae sdaanodton Jan 
i -deidio +6 sauce tated to ae ‘tate ngbinaniin ut 


bad oy ean étdae white at setene me ohn y A 


: af rile 
7 a ne : 
mites we tf Ole bk ee Tae satan woy Jako voy owe! ‘oad . » 

© “oe ; iy 


eats bo ore yarvito eauuitnad’ bani week aaa wnt. bed eae 2 
or . 3 = 
eve eotan yiodetede gait aoa oy I savor Be oe 
A ; 3 | 
ipakid rarivo end feet LeUBL pl Pewek fever a va beak need 
Hi, ara tert <97OD Son O98 otaetewa LLedyaw ois res | 
garintoy me ot Ee as Yate. )GlVrews euhtad bra renottan by 
| two dy 
iB SS sgny Je Dojetl sever yoy .qaw Sir Ve 
Simonous ent vara intl yas YOY Vary Bor coy “Yo nedacn 
we SBUEY YEwitan lo aonadsognl sto oshoudqar en uttvtdee 


wWogal eit onivnasdyse bas Ytividos oimenose mid soneulTaE, 


MW Vatatvyory sd? to #iueq Sfataen m2 qede% pec ae Wd — 


ao (Uoy oF Feesnin Siwow I .bevooidve wen wey WoK 


-~1 0 

ban . witividos Sitanaens neorntni ini rade totaal {ohea a} 
bexéomod 268 cltadnO nl yrdeubal at ateoo «widdel at gay aT? 
4 gs pt so shears Jo ssene sonde ok adeno saodad die Ae 


1 


\ sigistoswosm ede fhotew of esitdaves al sro ustase Bertad pas. 


-antiectos oa okspind of eletreten %5 eves 
Oty to sno HAS», FoR 72’ et whoa solar aha 


; pave jo aetititogatt pe aimee baited bag 
; as ; iad 


a a 
-, : eh « 
| i rd 


, ANGUS, STONEHOUSE & CO. LTD. Gathercole ) 
TORONTO. ONTARIO McDougall ) cr-ex Tene 
(Sinclair) 


MR. GATHERCOLE: I would not call it a dis- 
ability. 

Q. A major factor? It is a major factor 
influencing the economic activity. You would agree 
with that? 

MR, GATHERCOLE: Well, it is a factor beyond 
any question, but the amount of wages being paid to 
labour depends upon your efficiency and productivity 
and contribution to the economy, and I would not wish 
to be put in the position of saying that low wages are 
a good thing pecuiee I am completely against it. ne 
think what we want is-high wages and high productivity 
so people can buy the products we are producing. 

Q. But it is a factor which is as important, 
the cost of production, as freight rates, for instance? 

MR. GATHERCOLE: Differences in labour costs 
in different regions of course have a bearing on the 
economic output. 

Q. That is point No, 1, and we have agreed 
on that. My second point is that these labour rates in 
industry are just as important a factor as freight rates 
on the activity of these industries. 

MR. GATHERCOLE: You are speaking, Mr. 
Sinclair, of labour rates? 

Q. Labour costs. 

MR, GATHERCOLE: Labour costs, but you can 
only speak of it in the manner in which you do in 
relation to the labour costs in another region. If you 


are speaking of labour costs in a part of Ontario you 
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have to take into consideration the labour costs that 
would be required to be paid in another part of the 
country or abroad. 

Q. That is the point I put to you. 

MR. GATHERCOLE: It is a difference in labour 
costs. 

Q. And labour costs are higher in Ontario 
than, for instance, in the maritimes in industry? 

MR. GATHERCOLE: Some parts of Ontario that is 
true. 

Q. And they are higher than they are, for 
instance, in the United Kingdom or in continental 
Europe and they are higher than they are in Russia? 

MR, GATHERCOLE: Yes, perhaps it is a very good 
thing. 

Q. And those are all factors that influence 
the range of economic activity just as freight rates 
may influence the range of economic activity? 

MR. McDOUGALL: Labour costs do influence the 
range of economic activity. 

THE CHAIRMAN: I think we will leave that 
subject now because Mr. Gathercole has very clearly indi- 
eated that the productivity --- 

MR, McDOUGALL: Yes, a combination of factors. 

THE CHAIRMAN: We are not dealing with labour 
matters. 

MR, SINCLAIR: @. I understand that, Mr. 
Chairman, but my point is this: there is an indication 


in a number of submissions made to your Commission that 
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1 
seems to think that railway costs are the only costs 

; of production that are causing trouble and I do wish 

to point out to the Commission that this is, of course, 
wrong and railway costs as a matter of production may be 

the smallest. 

: THE CHAIRMAN: Of course, you must give the 

2 Commission credit for something and we do have some 

: knowledge. 

10 MR, MAURO: I think in fairness to Mr. 

" Gathercole, at page 22, the very section my friend is 

0 referring to , Mr. Gathercole's evidence is, "among the 

13 | numerous factors which influence economic activity." 

14 My friend is a little sensitive. 

15 MR. SINCLAIR: The day that I become sensitive 


16 and am not getting paid for it will be quite a day. 


17 MR. MAURO: Oh, you are getting paid for it. 
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MR. SINCLAIR: Q. One other pales and I 
think you will agree on this, Professor McDougall: on 
page 23 you ae in the middle of a paragraph cee thalt 
value of service rate structure is a device for shuntin 
traffic over to the railways' competitors. I think we 
have agreed that if value of service or differential 
pricing is within the limits I have spoken about ve that 
of variable costs on the one hand and cost of competitiv 
methods on the other hand -- that does not happen? 

MR. MCDOUGALL: And that these limits ae 
shifting in is) so your footwork has to be very good. 

o aN is right. On page 24 you deal 
with heading (a) -- "The most serious inequities in 
the rate aeewocune ot che present time are those which 
flow from attempts to enjoy the benefits of a value of 
service rate structure when changes in the Canadian 
economy have destroyed the basis on which it once 
rested." Here again, if value of service is applied 
within che limits that we have spoken about earlier, 
that would not be so? 

MR. McDOUGALL: Yes. 

THE CHAIRMAN: Mr. McDougall, it may interest 
you to know that in the cerilieen, where they have a 
rather cocky humour,they said the term was not 
"inequity" but it was "iniquity". 
| MR. SINCLAIR: Qo oF page 25 you say that 
low rates on traffic have been in effect for a long 
time, and you are ready to contemplate the use of 
subsidies to meet the current problem. You suggest 


that those subsidies should be publicly recorded. you 
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would also agree that care should be taken that they do 
not be overstated -- that the true cost of the subsidy 
be apparent? 

MR, McDOUGALL: Yes. 

Q- You would also agree that the reason for 
the subsidy should be clearly apparent? 

MR, GATHERCOLE: yes, I would definitely say 
that. 

Q. We come to this point you were talking 
about, and that is this question about this northwestern 
area of Ontario, and you seemed to be of the view that 
pecause of percentage increases some disability has 
peen suffered by this area because of its location; is 
that correct? 

MR, MeDOUGALL: This particular paragraph owe 
its existence to representations to us that pulpwood 
rates along the railways feeding into the head of the 
lakes had been subject to percentage increases, and 
to the point where movement ae longer occurred by rail 
in the old volume. 

THE CHAIRMAN: Mr. Sinclair, we are going to 
the head of the lakes and probably the best place to 
examine on that point would be there, 

MR, SINCLAIR: Well, of course, this is but 
an example -- I do wish, if the Commission says it is 
not interested in horizontal increases, then of course 
I would be very glad not to pursue it. 

THE CHAIRMAN: Well, we are very much inter- 


ested in it. It is one of the most important subjects 
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before us. 

MR, SINCLAIR: Well, I would like to get the 
views of the representatives of the Government of the 
Province of outario if I may. 

Q. I would like to know whether in any 
scheme to increase railway revenues, on account of the 
necessity for doing so having been established, you would 
not be so much concerned --- 

MR. GATHERCOLE: I think the Prime Minister 
answered this question yesterday, and I would be threshin 
over old straw to repeat what he said, but he gave an 
affirmative amswer to that. I would mention further 
that this matter of horizontal percentage increases 
is a question that affects southwestern Ontario as well 
as northwestern Ontario, and they feel a flat percentage 
markup in the rates does them an injustice because the 
absolute amount of the increase, where the transportation 
rate is higher, is so much greater, and for that reason 
we can understand, ourselves, that anomalies may arise, 
because a percentage increase on a higher rate may not 
represent the true increase in the cost of providing that 
service. In other words, the increase in the rate may 
be greater than the increase in the cost to the railroad. 

THE CHAIRMAN : Mr. Gathercole, have you 
thought of any alternative for it? 

MR. GATHERCOLE: I am sorry to say we haven't, 
but we can see this is a situation, and this may be an 
injustice that may arise, but it would depend upon an 


analysis of the cost of moving the goods. 
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THE CHAIRMAN: You can see the Commission's 
problem? 

MR, GATHERCOLE: Oh, very much, 

THE CHAIRMAN: We have to take not only the 
complaint, but consider whether there is any alternative. 

MR. GATHERCOLE : yes. 

MR. SINCLAIR: Q. Mr. Gathercole, for in- 
stance, this suggestion has been made, and in view of 
the Prime Minister's statement, in which you concurred, 
that there should be no penalty on the short-haul shipper 
a method that took half of it in cents per 100 pounds 
and half the increase percentagewise would bias sub- 
stantially against the short-haul shipper? 

MR. GATHERCOLE: Yes,as to the existing struc- 
ture of rates. If the existing structure or pattern 
of rates is a correct one and equitable and economic, 
and has some realistic relationship to cost, then what 
you say would be true, but if the existing structure of 
rates is not an economic one, then what you say --- 

Q. Then Ontario is not suggesting a complete 
brushing aside of the existing freight rate structure 
and the introduction of a new rate structure, is it? 

MR. GATHERCOLE: We are not suggesting that, 
but what this brief has put forward on numerous occasions 
is that there should be a reappraisal of the rate struc- 
ture. 

Q. That is going on constantly between indus- 
try and the railways: you know that? 


MR. FRAWLEY: That is why we have it in the 
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ad 


mess it is in now. 

MR. GATHERCOLE: Surely, the object of this 
Commission is to examine this. If everything was satis- 
factory in the making of the rates... 

THE CHAIRMAN: There would not be a Royal 
Commission. 


MR. GATHERCOLE : o oe e Why. would there be a 


| Commission? 


MR. SINCLAIR: Q. Well, I could give you man 
answers to that, but I won't. 

Let me make another suggestion to you: in answe 
to the Chairman you said you were concerned with the 
question of the distribution of costs between the various 
lengths of haul: would you then support a proposition, 
instead of a flat percentage increase, of a graduated 
percentage increase, graduated with distance? 

MR, GATHERCOLE: We have not studied the 
structure of the rate system sufficiently in order to say 
what formula should be devised to meet this need, That 
is not our function, We are here to present ideas. 

THE CHAIRMAN: Mr. Gathercole, if you have 
any ideas -- you or Mr. McDougall -- on that point, we 
would be very glad if you would give them to us. 

MR. SINCLAIR: Q. I would only make one fur- 
ther suggestion: what I am trying to point out is that 
there are many methods of doing things, but you have to 
be careful as to the effect of thoge a eree Here 
is one other that you may consider: the suggestion I 


make to you is, rather than use the percentage increase 
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as it has been in the past, that these increases apply 


only on traffic whose earnings to the railways are less 
than 3 cents per ton mile, and anything that is paying 


more than that be exempt: what would you think of that 


Well, I think you had better 


THE CHAIRMAN : 
It is in the record, and they 


leave that, Mr. Sinclair. 
can consider it and give us their suggestions, 
On page 26 you point out 


MR. SINCLAIR: Q. 


that Ontario people will not wish to sit idly by while 


the disparity between the rates on the staple exports 


iz 
of course, 


11 
of the prairie west and of northwestern Ontario grow 
I take it, recognize 


13 
wider and wider. You, 
that if you have a fixed statutory rate, as you have for 


grain, and costs increase, and you are not allowed to 


adjust those rates with increased costs or changing dis- 


tances of transportation, the inevitable result is that 


the burden is put on the railways and shippers of other 


Unless the revenue is forth- 


19 
than that traffic? 
MR. GATHERCOLE: 


21 
coming from some other source, 
Por’ instance, a subsidy? 


22 
23 Q. 
24 MR, GATHERCOLE: yes. 
25 Qo That is what you have in mind by that? 
MR. GATHERCOLE: Yes, I was just rounding out 


97|| your argument. 
Q. You were in charge of this brief, and that 
reminds me of one question; that is what you had in mind 


29 
on page 2 in the brief where you state, "Finally, are 
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TT 


rates or other sources of revenue sufficient to ensure 
an efficient system of transportation capable of con- 
tributing fully to our economic development?" That 
other source is the same as you have just answered to 


me now? 


MR. GATHERCOLE: Yes, we believe that an 


efficient system should have the revenue which is 


making its full contribution to the economy. 
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Q. This is my final point with you, Mr. 
Gathercole. It is the position of your submission that 
the railways should stand on their own feet, as it has 
been expressed? 
MR. GATHERCOLE: In so far as possible. 


Q. The only place where they should not stand 


on their own feet is where national interests -- such as 
the movement of grain, if that is so -- require some 
assistance? 


MR. GATHERCOLE: Right. 

Q. You would agree that it would create sub- 
stantial misallocation of resources if profits or losses 
in businesses other than the railways were taken into 
account in fixing the railway revenue? | 

MR. GATHERCOLE: That comes back to a question 
which you were discussing with the Prime Minister -- no, 
I guess he did say he might leave part of that to us. 

I think we have set that out actually in this submission. 

Q. You have set it out, but I must say that 
-- and this is my fault, of course -- I found it just 
a little hard to follow. 

MR, GATHERCOLE: I think we have to be realis- 
tic in this. 

Q. This is subsection (d) on page 27? 

MR. GATHERCOLE: Yes. 

Q. You were saying we have to be realistic? 

MR. GATHERCOLE: I say we have to be realistic 
and, I think, recognize that the railways are going to 


need capital and if they are not going to get a satisfactor 
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1 

return on the capital that they require to invest in 
: rails, then they are not likely to make the investment. 
: I think that is true of anyone. 
' Q. In other words, you say the railways 
should, like other industries, earn a reasonable return 
; on their capital, having like risks and matters of that 
‘ kind -- is that correct? 
‘5 MR, GATHERCOLE: Frankly, I do not express a 
16 personal opinion here, It is unlikely that any large 
4 institution is going to make an investment unless it 
12 sees a reasonable probability of a fair return on it. 
13 If you are looking for efficient railroads, as we are, 
14 then I think they must have a reasonable return on the 
15 investment that they make in the railroad equipment. 
16 Q. I thank you for that and I think you 


7 stated that point very clearly. Now, I wonder whether 
18 you would turn your mind to this other point. You would 
19 agree that it would be a misallocation of resources if 
20 earnings or losses from other than the railway business 
1 were taken into account in fixing railway freight rates? 
92 THE CHAIRMAN: Misallocation was one question 
93 on which you were submitting something in writing. 

24 MR. SINCLAIR: This is a different point, Mr. 
25 Chairman, with respect. 

6 THE CHAIRMAN: The same subject. 

07 MR, SINCLAIR: The Commission rules, I take 
28 it, that that question is not to be answered. 

29 Q. Let me put it this way to you, Mr. 


30 || Gathercole. Let me ask you this. If the railways are 
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1 
to stand on their own feet, they cannot have their rates 
_ 
adjusted by, for instance, the investments in Consolidated 
3 
Mining and Smelting, for example? 
4 
MR. GATHERCOLE: I understand what you are 
5 
saying. 
6 
y Q. You would agree with that? 
8 MR. GATHERCOLE: I understand what you are 
saying. 
9 say Lng 
10 Q. My point is this: would you agree that 
1 it would not be in the interests of efficient railway 


12 operation to have railway rates take into account non- 
13 railway revenues? 
14 MR. GATHERCOLE: You are trying to pin us Ue 


15 down. 


16 Q. If you have no thoughts on it --- 
7 THE CHAIRMAN: Let him answer it. 
18 MR. GATHERCOLE: I think I have made a fair 


19| Statement of our position here and I do not think it is 
20 necessary for us to get in and consider the whole range 
of ancillary investments that the railways may have in 
0il lands or hotels or all the other things. | We have 
made, I think, a clear and plain statement of the sub- 
ject. 

THE CHAIRMAN: The Premier was asked yester- 
day on that, too, Mr. Sinclair. 

MR. SINCLAIR: Q. Would it be your position 
that you would be prepared to allow the detail of that 
question to be determined by the Board of Transport 


Commissioners under the Railway Act? 
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MR, GATHERCOLE: Yes. I mean, we have nothin 
further to advance on that other than what we have al- 
ready said and we feel that someone must determine this 


matter -- there is no question about that -- and it is 


not for us to establish the pattern that such body that 


makes the determination will adopt. 


MR. SINCLAIR: Thank you very much, Mr. 
Chairman, 
THE CHAIRMAN: I think we will have a recess 


before hearing Mr. McDonald. 


---Short recess. 
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THE CHAIRMAN: Mr. McDonald? 
MR. McDONALD: I will be very short, Mr. 
Chairman. My friend Mr. Sinclair has covered it pretty 


well and I don't want to cover the same ground twice. 


CROSS-EXAMINATION BY MR. McDONALD: 

Q. Now, on page 3 of your submission, at 
the bottom of the page, you speak about the tendency for 
rigidities to develop in the field of rail transporta- 
tion. You may not be aware of this, but I would like 
to point out that the Canadian National has under study 
at the present time a complete scheme of reorganization 
for the whole system. Have you heard about that? 

MR. McDOUGALL: No, I haven't. 

Q. Which takes in not only the operating but 
also the handling of traffic right over from one end of 
the system to the other, and that should be in effect 
this year. 

Then on page 9 you refer to railways operating 
under many of the old rules established before World War 
I which are no longer tenable. Did you have anything 
particularly in mind there? 

MR. McDOUGALL: Well, there was in our mind 
perhaps in relation to labour the change was distinctly 
slow. 

Q. What do you mean? Could you elaborate 
on that? 

MR. McDOUGALL: That there was under the new 
conditions, with a constant train crew and constant 


standard day you might, especially in relation to the 
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lighter lines, the lines of a lighter density, find 
yourself under an undue disadvantage against motor 
transportation, 

Q. That is what you were referring to? 

MR. McDOUGALL: Yes. 

Q. Then on page 22 you are talking about high 
transportation costs. | There are just a few general 
principles I might deal with. Do you agree with me that 
all rates should meet at least the variable costs of 
handling the traffic in question? 

MR. McDOUGALL: Yes. 

Q. And then some rates, other rates which 
should cover not only the variable costs but the total 
cost of that traffic, taking in a portion of the constant 
cost? \ 

MR. McDOUGALL: yes. 

Q@. Then we have something to pick up those 
rates between those which meet the variable cost and 
those which meet the total cost, and then there are other 
rates which will have to show a profit over the total cost 
to pick up the slack? 

MR. McDOUGALL: If it is possible, I think 
what our submission says is that it varies where your 
competition is most severe, and I think reference to the 
Waybill Analysis will show that so far as Canadian 
traffic at least is concerned the high water mark date 
was reached in 1953, revenue per ton mile on traffic 
other than statutory rates, and therefore there may be 


many things which you can't pick out. 
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Qe That is one of the problems we have, 
that you have to reduce rates down to variable cost, 
otherwise cross subsidization. 

MR, McDOUGALL: That is your problem. 

Q. ANd you haven't any solution to that 
problem? 

MR. McDOUGALL: No, sir. 

Q. Then proceeding to your statistics, you 
have at page 31, Table A, revenue freight traffic, was 
you are dealing with tons of traffic and going back to 
1875, and, as was pointed out, there was some duplication 
in there, the traffic was interlined? 

MR, McDOUGALL: Yes, 

Q. And my suggestion to you was that before 
1923 there were many more railways in Canada and there 
was more interlining of traffic. The reason I say 
1923 is that that was the amalgamation of the Canadian 
National Railways into one, 

MR. McDOUGALL: Well, I agree with your state- 
ment, but my difficGlty is in finding a pronounced effect 
in column 3 at page 32 there, where it would appear as if 
the position was made over that period, or else the 
interchange between the sections of C.N.R. was not as 
great as one might think. I don't know. Iam just 
trying to admit my ignorance in saying why I can't see 
any powerful change as I would expect at that time. 

Q. Well, there is a drop between 1923 and 
1924 from 118,000 tons to 106,000 tons. 


MR, McDOUGALL: But the year 1923 was a very 
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good crop year, 1924 was not, 

Q. But there is some duplication, and as the 
lines were amalgamated there would be less duplication? 

MR. McDOUGALL: Yes. 

Q. To examine Table A, the traffic originated 
on Canadian lines. Of course, there is no duplication 
in that? 

MR, McDOUGALL: None. 

Q. And in your first column, 1919, there are 
61,023 (thousands) and in 1958 you have 129,238 (thousands), 
That is twice as rete 

MR, McDOUGALL: Yes. And look also at column 
4 where you run from 7.32 to 7.57 tons. 

Q. Yes, that is on per head of population. 

MR. McDOUGALL: Yes. 

Q. Then would you agree with me that the per 
ton mile basis is a truer measure of the work done by the 
railway than tons of traffic? 

MR, McDOUGALL: I am very unhappy about any 
single measure, sir. That is, I would like to combine, 
if I could, in some fashion not only ton miles but car 
miles. It seems to me that if you have in some of the 
mineral traffic 60 tons per car you are going to run up 
ton miles very fast, but I am not sure you increase cost 
with an equal speed or increase the service performed. 

Q. Going back to 1913, as we all know, there 
were no trucks, automobiles, and so on and so forth,and 
the railways handled traffic, oh, for distances of ten 


miles, fifteen miles, twenty miles? 
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0 


McDOUGALL: Yes. 
But the work performed -- really -the 


(% 


MR. 


Q » 
measure of the work performed is where you get it 
sir, 


handled 800, 900, 2,000 miles? 
MR, McDOUGALL: I think we both agree, 

that the work performed == the draft on community 

resources to conduct transportation is less as you get 


heavier loading pe’ car and you move over longer dis- 


tances. 
Fifty tons of traffic in 1915 which 


Q. 
travelled fifteen miles -- if you get that amount 


Yes. 


travelling fifteen hundred miles, that is different? 
MR. McDOUGALL3: 
That is the reason I suggest that the 


Q. 
per ton mile is a better measure of the work done by 


I would agree with you if we 


16 
7 the railway. 
18 MR. McDOUGALL: 
19 both agree that neither one in isolation is very good. 
20 Q. It is the best we can get so far? 
71 MR, McDOUGALLs: If you don't want to accept 
29 any compound measure, 
93 Q. I haven't seen one yet. 
24 MR, McDOUGALL: I would hate to produce it, 
25 but I think conceptually you have to consider the case. 
6 Q. You haven't produced one yet? 
7 MR. McDOUGALL: No. 
28 Q. Andalso, Mr. Gathercole, you are aware 
29 that the Canadian National Railways expects to complete 
its total dieselization programme this year, and they 
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have spent many millions of dollars on new equipment, 


MR. GATHERCOLE: Yes. 
And the railways, within limits, of course 


have done a major job in 
Would you agree with 


both passenger and freight, since 19452 


Qo 


of the capital available, 
plants. 


trying to modernize their 


that? 
MR, GATHERCOLE: Yes. 
a large organization, 


of course, in 


9 
Q. And, 
as you said, there is always room for improvement, and 


we are constantly striving to improve our plant and 


12 
Yes. 


improve our work to meet modern conditions? 
MR, GATHERCOLE: 


Thank you very much. 


MR. McDONALD: 
Mr. Mauro? 


THE CHAIRMAN: 


16 
CROSS-EXAMINATION BY MR. MAURO: 
I believe, Mr. Gathercole, that yesterday 


Q. 
my learned friend Mr. Sinclair discussed with you the 


situation where 32 per cent of their work or revenue 


ton miles returned only 10 per cent of the revenue, 


matter of how the C.P.R. could have a healthy financial 


He 


21 
22 
i was referring to the carriage of grain and grain pro- 
a ducts at statutory rates. I wondered whether you had 
ct also examined, at the time you were preparing your 
wy material, some of the analogous figures for passenger 
tl services of the two railroads? 
a MR, McDOUGALL:; No, sivw, we did not. 
a Q. I am advised that from the 1958 annual 
= report of the Canadian Pacific Railway passenger train 
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miles represented 36.7 per cent of the total train miles, 

while passenger revenue represented 11.9 of total 

rail revenue? 

MR. McDOUGALL: Was that passsnger train 
revenue? 

Q. Passenger revenue; and in the case of 
Canadian National, while passenger train miles repre- 
sented 36.7 per cent of the total train miles, passenger 
revenue represented only 7.2 per cent of total rail 
revenue. I mention these to underline the fact that 
there are other areas that require very serious re- 
appraisal in trying to consider the financial problems 
of the railroads and their attempting to operate as 
a healthy business. 

MR, McDOUGALL: I don't feel able to really 
comment seriously on that because of the definition of 
what makes a passenger train. As I understand it -- 

I speak subject to correction -- 4 passenger train is 
one in which there are more passenger car miles than 
freight car miles. The old mixed classification 
disappeared in 1935. I have never seen any distri- 
bution in the total passenger train miles between a 
train handling purely passenger cars and a mixed train 


that happened to have freight cars behind it. 
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Q. From your investigations on this subject 
do you think that the railways are making money on their 
passenger services? 

MR. McDOUGALL: No, 

Q. I think you will agree that the railways 
in Canada are losing substantial sums on the operation 
of passenger services? 

MR. McDOUGALL: If they told me so I would be 
lieve it, but I have not made a check on this for nearly 
twenty years. 

Q. Another point touched upon by Mr. 
Sinclair was, he referred to the fact that the statutory 
rates on grain were established in 1899 and suggested 
that a rate that had been established in 1899 and had 
taken no increases since that date must of necessity 
be an unreasonable, an unjust rate. I suggest, Mr. 
Gathercole or Professor McDougall, that a rate without 
a minimum is a worthless statistic -- a rate without a 
minimum is a worthless statistic. Minimum rate is 
what I am referring to. In 1899 the loading character 
istics of box cars and equipment was around twenty or 
thirty thousand poutids and the rate today fixed on a 
55,000 minimum, 100,000 55-ton reveals a very marked 
increase in revenue per car over the 1699 situation. 

MR. McDOUGALL: There has been a change, 
yes, sir, but what I think is equally important is the 
change in all money prices in the interim. I said 
"equally", perhaps I should have said more important. 
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movement of grain from Winnipeg to Fort William, the 


revenue per car is $154 -- you can subsequently check 


my figures and if they are incorrect you may advise the 
We mentioned previously in our hearing 


at Ottawa that there presently exists a rate on pliggy- 
Now, 


Commission. 
pack from Fort William to Winnipeg, household furniture, 


The rate was introduced in March of 1959, not 1899, and 


that rate returns a per car revenue of $112. 
you and I could discuss the differences in handling and 


8 
9 
10 
various aspects of the particular traffic but I just 
advance these figures to suggest that the simple fact 
It could still be returning 


that a rate was instituted in 1899 does not by that 


reason make it a bad rate, 
revenue, a good revenue, to the railway. 
In and of itself it is not 


14 
MR, McDOUGALL: 
and 


Now, Mr. Sinclair also discussed with 


16 
17 eonclusive, no. 
Q. 
you some of the figures on page 18 of your submission 


he mentioned there was a certain disability or short- 
coming in those figures and you, Professor McDougall, 


very properly pointed out that the disability that you 


worked under was the fact that there is minimum infor- 
Did I understand you cor- 


I would not say "minimum", 


22 
23 
24 mation available in Canada. 
25 rectly? 
26 MR. McDOUGALL: 
I would say there was not enough to make the alter- 


native computation that you suggested. 
Are you familiar with the burden studies 


28 
29 Q. 
30 


that are made under the Interstate Commerce Commission 
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in the United States? 

MR. McDOUGALL: Not closely. 

Q. Would it be your evidence before this 
Commission ees the Commission might be well advised to 
consider making some recommendation as to more detailed 
information on the part of the Canadian railways to 
assist interested parties who have the same problems 
that you are faced with in preparing this submission? 

MR. MecDOUGALL: I have an actual bias in that 
direction. I am one of the more interested consumers 
of DBS statistics, but I would put this proviso ee B os 
that I would want to see the figures such that they 
would be of use to the railways in managerial control. 

I do not believe that life is lived to urdduce statistics. 
, Q. I assume that you feel the Waybill Analysis 
has been of some assistance to railway management? 

MR. McDOUGALL: Well, let them answer it, but 
I think it should be. 

Q. Well, they refer to it frequently them- 
selves? 

MR. McDOUGALL: They may do, you follow it and 
Ido not. | 

Q. Additional information along these lines 
would appear to be of assistance both to railway manage- 
ment and shippers generally -- more detailed information. 

MR, McDOUGALL: If it if useful, yes. 

Q. Now, you have mentioned in the submission 
this matter of value of service, cost of service, and I 


suggest that the modern or more recent approach to this 
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wl 


mo 


Ian 


definition of value of service is where the real change 
has come about that we are now entering a period where 
interested traffic people and railway people are con- 
sidering value of service, not the value of the commodity 


being shipped but the actual value of the service being 


performed. Is that your --- 

MR. McDOUGALL: I have never thought of it 
otherwise -- I am sorry. | 

Q. Well, there were very interesting discus- 
sions before the Senate Committee considering Bill c-38 
in the earlier part of this year where one of the senator 
from the maritimes was questioning Commissioner Knowles 
and he wanted to find out why a product partially pro- 
cessed travelling the same mileage received one rate 
and the same product in final process received a higher 


rate, I want to do justice to Commissioner Knowles 


when he said this goes to the very bedrock of our rate 


making system in Canada that on value of service high 
rated commodities carried higher rates. 

MR. McDOUGALL: Well, I had thought of it as 
being in a sense a correlation, that if you could not 


measure directly how much the service was worth then 


you proceeded indirectly through the value of the com- 
modity. The two tended to be closely associated. 

Q. But if competition has done anything to 
our make structure in Canada and in North America it 
has had the effect of making the wlue of service 
exactly that, the value of service performed rather than 


the situation that existed under the monopolistic 
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transportation system where value of service was more 
closely allied to tle value of the commodity being 
shipped. 

MR. McDOUGALL: It gives you a chance to 
measure the value of service to the shipper but I 
question whether it is any more now than it was formerly. 

Q. It is --- 

MR.McDOUGALL: I am talking only of my idea 
of what trafficsofficers do. I cannot state the facts. 
I thought they were trying to measure value of service 
to the shipper or to the receiver that when they could 
do it directly they would do it but when they could not 
do it directly they would proceed through the value of 
the commodity on the ground that there was an associa-_ 
tion. If you made a scatter peueban you would get a 
good pattern between the value of the commodity per 
hundred pounds and the value of the service. Well, 
now, you have the alternative transportation and, there- 
fore, instead of proceeding through a correlation 
approach you proceed directly. 

Q. When the cost of service principle is 
defined you get closer to the actual cost of performing 
the service regardless of the value of the commodity 
being shipped? 

MR. McDOUGALL: Yes, that is you are in the 
process of knocking off the high rates, and, therefore, 
you must also list the low. 

Q. At page 15 --- 


THE CHAIRMAN: Mr. Mauro, if you have any 
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questions to direct to Mr. Gathercole you might do it 
as soon as you can because he has, I am advised, a 
‘ legislative duty to attend to which will take him away 
: at eleven-thirty. 
. MR. GATHERCOLE: I can stay until a quarter 
: to twelve. 
. MR. MAURO: Q. Very well. At the top of 
: page 15 there appears this statement: 
"ye "The most important factor of all has been 
rr left to the last, namely the nature of railway pricing. 
12 From the very beginning of railway operation, the prices 
13 charged for railway service has been a function of 
14 a rather than of cost of service. There are 
15|| many reasons for this." 
16 Now, just for the interests of the Commission, 


17 and knowing that they have made a fairly extensive 


study of this, I wonder if you have considered any 


18 

19 other pricing methods that might be utilized by 

20 Canadian railroads? For instance, one reads about 
1 a rate based on a charge per car and mileage with a 


22 mileage scale, and this would have a true value of 
23 service, would it not? In other words --- 
24 MR. McDOUGALL: You mean having a basic 


25 charge which is really the terminal cost plus a mileage 


26 || cost? 
j4) Q. They rent the car and whatever I put 
28 into it -- there may be a surcharge for such things as 


29 explosives or something like that -- but they rent the 


30 car to me and I say I want to move it from Toronto to 
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Winnipeg and they have a rate, 

THE CHAIRMAN: The content would be immaterial 
gravel or boots and shoes? 

MR. MAURO: Yes. 

MR. McDOUGALL: I had not heard that seriously 
advanced up to now. 

MR. MAURO: Q. Is it not one of the prin- 
ciples underlying piggy-back? 

MR. McDOUGALL: I cannot say, I do not know 
the piggy-back rates. 

Q. What about citrus fruits in the United 
States? 

MR. McDOUGALL: Equally I do not know. 

Q. And then, as to pricing, do you think per- 
haps there is something that might be done with the de- 
murrage rules that instead of having them used as a 
penalty situation they might be used as an incentive? 

A shipper may receive a reduction in demurrage fees if 
he unloaded his car quicker than the time allocated? 

MR. SINCLAIR: Did my friend ask whether the 
demurrage rules should be applied? 

MR. MAURO: No, whether the demurrage rules, 
the present rules, be reexamined from the point of view 
of incentive, 

THE CHAIRMAN: You are inviting there, you 
know. 

MR. SINCLAIR: © We have brought it to his atten- 


tion. 


MR, MAURO: Q. There is always an open 
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invitation. I wondered if in your interest in this 
field of transportation economics you have considered any 
of these other devices that might assist the railways in 
adapting themselves to modern conditions? 
MR, MeDOUGALL: I had pipresaricetea that 
particular one. I see nothing against it but this is 
a snap judgment, 
COMMISSIONER MANN: Are you referring to the 
average demurrage, Mr. Mauro? 
MR, MAURO: No. 
Q. Now, at page 14 at the top of the page: 
"There is no doubt whatever, that this 
reduces direct costs; but it also involves 
indirect costs of no mean order. The making 
up and breaking of long trains in the initial 


and final terminals is not only expensive in 


itself; it also aonsumes a great deal of 

time. Holding traffic up until a full train- 
load has been accumulated also reduces the 
value of service to the shipper. So long 

as shippers had no alternative, the rest of 
the economy was forced to adjust itself to the 
operating necessities of the railways. Traffic 
was delivered to the railway; eventually it 
was received by the consignee; but the inter- 
vening period of highly uncertain lengths were 
set so as to minimize the movement cost which 
the railway had to bear, not to maximize the 


value of the service." 
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I wonder, applying that information to the 
movement of grain -- as I understand it grain is handled 
in the largest possible trains, it is handled in fully 
loaded cars, the transit time is not a factor and the 


railways are able to minimize their cost of movement, 


to use your phraseology. 
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MR. McDOUGALL: I would think once it gets on 
the main lines that probably it is true. I rave just 
not the knowledge to speak of what the average trainload 
is. 

Q. Would you then conclude that the direct 
costs of the handling of grain would be reduced? 

MR. McDOUGALL: Yes". 

Q. On page 10, Professor McDougall, the 
second complete paragraph: 

"An examination of the net total of 

freight originated on Canadian lines, and re- 
ceived from foreign connections (Graph II), 
does very little to modify the impression 
ereated by the first graph. It is clear that 
there has been no net gain in the per capita 
amount of traffic carried and the indication of 
a downturn since 1945 is plain. The appearance 
of a strong recovery in 1956 is subject to 
qualification." 
Did you take a look at the capital expenditures made by. 
the railways during these corresponding periods when a 
were assessing traffic per capita tonnage? 

MR. McDOUGALL: No. 

Q. Because it is our opinion that during the 
same period the provinces were complaining strenuously 
to the Board, and on one occasion at least to the Privy 
Council, that the railways were making extreme outlays 
es a capital nature in order to, as alleged by the rail- 


ways, improve plant, and the argument of the provinces 
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was that this was not being reflected in lower unit 

? costs or in lower rates. According to what you have 
: ascertained, as far as the per capita tonnage is con- 

: cerned, it would tend to corroborate, if during the same 
; period they were making large capital outlays, that 

, those capital outlays were not being reflected in the 
amount of traffic being carried or in the per capita 
traffic being carried by the railways? 

He MR. McDOUGALL: Well, that is not my reading 
i ef the. facts. I would say that in this period, let 
. us say, from 1943 on to the present -- limiting it to 
- that peak -- and especially the years from 1947, that 
A no doubt they were making very substantial capital in- 
15 peaieent ct but the gains which were made were being 

16 masked by losses elsewhere. I think perhaps I can 

7 give rest parallel where it does show up very clearly. 
eB Between 1923 and 1928 the number of passenger 
19 miles per head of population was nearly constant, but 


the number of passengers declined. Now, I take it -- 
and this is a pure hypothesis based on the few figures 

I can get -- that what was happening was you were 
getting more of the long distance movement, but you 

were losing heavily in passenger traffic on the branches, 
and that produced what appeared like a stationary posi- 
tion but, in fact, there was a serious deterioration 
going on underneath. I say here, I think yes, that 

if they had not made the capital investments they have 
since the war ae would be in a far worse state than 


they now are, but the benefits are being absorbed by 
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the progressive losses in areas which I can only 
speculate on; I can't point them out. 

Q. On page 17 of your submission: 

"The Province of Ontario has the largest 
population of any province in Canada, It has 
within it the lines of the greatest density 
of any in Canada, and the average density of 
traffie is also the highest in the country. 

The traffic originating in Ontario produces 
revenues per car mile which are well above 
the national average." 
Is it correct that the greater portion of the manu- 
factured goods shipped from Ontario, and which produce 
these high revenues per car mile, are sold f.o.b. 
the factory? 

MR. McDOUGALL: I couldn't answer. I doubt 
anybody could answer that one. 

Q. Do you think they are? 

MR, McDOUGALL: I just don't know. I don't. 
know anybody I could ask. 

Q. My friend Mr. Stechishin says, certainly, 
the people in Manitoba have some pretty definite views 
of who pays the freight from the Ontario plant to the 
Winnipeg consignee, It is our suggestion that on these 
high rated manufactured goods that they are, in fact, 
f.o.b. the factory and, while it shows a high revenue 
per car mile, the price is being paid by the consignee 
and not by the manufacturer shipping it. 


THE CHAIRMAN: That was your evidence in 
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MR. MAURO: Q. Now, on that same page --~- 

MR. SINCLAIR: Let him answer. 

MR. McDOUGALL: I didn't think there was an 
answer required. 

MR. SINCLAIR: I would like to know whether he 
ig also going to say that in Manitoba they were the 
unusual economic anomaly that they paid the freight on 
everything they received and on everything they shipped 
as well. 

MR. MAURO: We say it and we proved it. 

MR, SINCLAIR: Oh, I certainly don't think 
they proved it, Mr. Chairman. 

MR. MAURO: Not to my learned friend's satis- 
faction. 

MR. SINCLAIR: Not to anybody's satisfaction. 

MR, MAURO: The proof is there. 

Q. "Upon this basis, the average car mile 
revenue from traffic originating in Ontario is 
58.08 cents, as against a national average of 
52.79 cents .. ." 

What were the sources of those figures? 

MR. McDOUGALL: If you will compare the final 
column of table 3 with the first column of table 4 you 
will see that table 4 merely reproduces that. Your 
average revenue per car mile is pulled out of the Way- 
bill Analysis. 

Q. I have the Waybill Analysis here, and on 


page 3 it says, "Total Canada, all traffic, 55 cents." 
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MR. McDOUGALL: Well, if you look at table 2, 

the final column, the line numbered 900, "Total 

products -- 34 cents", and, similarly, for Group 2 

"Animals and products, line 910, 43 cents", and so on 

down. 

Q. But what I am interested in knowing is, 
you have the national average on page 17 listed as 
52°79? 

MR. McDOUGALL: Yes. These percentages on 
column 1, table 4, are five-year average percentages. 

ae yes. Have you included export or import 
traffic? 

A. No, sir. This is strictly carload 
traffic loaded at stations in Ontario, as the headnote 
suggests. 

Q. If you had included export/import traffic, 
this would reduce the Ontario average? 

MR. McDOUGALL: You will find that in the next 
sentence ---that is, on page 17, "If one uses the pro- 
portion of total traffic originated and received from 
connections as weights, the figures become 55.32 and 
53.51 cents respectively, or a spread of 3.4 per cent. 

Q. Where did you obtain these figures for 
the export/import? 

MR. McDOUGALL: They are not reflected in the 
rates. 

MR. SINCLAIR: I wonder if the witness and 
counsel are not using the phrase "export/import eharric" 


in a different sense, the witness as meaning in and out 
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of the United States, which we generally term inter- 

national rather than offshore traffic, which certainly 

does originate in Ontario and would be included in the 

figure in the Waybill Analysis. 

MR. McDOUGALL: Well, I am sorry. I was, 
in fact, thinking of the import/export traffic as being 
traffic interchanged with the United States, and in that 
case I depart from the current practice. 

MR. MAURO: Q. You are aware, Professor 
McDougall, that while the Waybill Analysis shows an 
average of 55 cents per loaded car mile, the annual 
report of the C.P.R. shows 46 cents? 

MR. McDOUGALL: yes, but you must remember 
that the C.P.R. is more heavily dependent on grain 
traffic than the average for the country. 

Q. Well, the C.N.R. -- it is not reflected 
in the revenye per car mile of the C.N.R.? 

MR, McDOUGALL: If you will look in Part V 
of Railway Transport, for any year -- lI think especially 
in 1958 -- an will see that C.P.R's percentage of 
tons loaded and of cars handled is higher than that 
of C.N.R., and, I think, than the average for the whole 
country. 

Q. If there is this inequality of the hand- 
ling of particular commodities, one would expect the 
C.N.R. average per loaded car mile would more closely 
reflect the national average of 55 cents, demonstrated 
by the Waybill Analysis, but that is not the case. I 


am suggesting there is a eonsiderable amount of 
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international traffic and export/import traffic that 
must originate -- and I suggest a great deal originates 
in Ontario -- that would reduce the national average 
of 55 cents to a level of 46 cents as demonstrated by 
the railways, because the Waybill Analysis does not 
include these others? 

MR. McDOUGALL: There are a number of factors 
here, and that is one of them. And the fact that the 
C.P.R. is very much more a grain railroad than an 
industrial railroad is also one of them. 

Q. On page 25, the first complete paragraph: 

"If, for reasons of national policy, low 
rates must be given on some traffics, the rail- 
ways should not -- and in many cases cannot -- 
offset them by raising rates on other traffics." 

Are you prepared to give any definition of what is a 
low rate, Professor McDougall or Mr. Gathercole? 

MR. GATHERCOLE: That would depend on what 
the analysis of the cost in the service was. We are 
simply saying there that in many places on many lines 
the railway is unable to set a higher rate for the 


movement of goods because of competition. 
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We are saying that in other places, in other 
regions, where they may have a set of rates which would 
be in excess of the cost of moving, that it would be 
detrimental to the development of that region if it 
did so. 

Q. Well, the lower rate, I assume would be 
certainly one that would be below the cost of providing 
the service. We can agree on that? 

MR, GATHERCOLE: I think this involves 
rather an extended discussion about the conditions 
governing the operation of any particular line. There 
are undoubtedly cases where the railway can only 
recover its out-of-pocket cost. In general, I think, 
our position is this, that if the railway is going to. 
make an investment in modern structure, then it has got 
to recover a reasonable return on the investment. 

Q. I want to assure you I am not going to 
disagree with this. I think it is an important factor 
that should be considered by this Commission. The 
Province of Manitoba feels strongly about this, that 
there are at present in the rate structure rates that are 
not making a fair contribution to the fully distributed 
costs of the railway, and I suggest you are supporting 
that in your brief? 

MR. GATHERCOLE: yes. 

Q. I was wondering whether or not the Pro- 
vince of Ontario had thought through this idea and had 
come up with any recommendation as to the minimum 


contribution, or that there should be some minimum 
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contribution to the fully distributed costs to the 
railway? 

MR. GATHERCOLE: No, we have not, Mr. Mauro, 
We believe that the present measures which have been 
adopted to provide some form of subsidization for the 
movement of freight should be examined, and our 
advocacy is that the whole matter should be re-examined 
so that there is equity and fairness to all and at the 
same time that the railways for efficient operations 
are going to secure the capital and the revenue that 
they need to make the type of contribution to our 
economy which they should do. 

7 Q. Let us assume for a moment that the grain 
rates do not make a fair contribution to fully distri- 
puted costs and the authorities conclude that the 
movement of grain goes in the national interest. The 
principle you would apply is that subsidization would 
take place? 

MR. GATHERCOLE: That is what we are suggesting. 
We have, however, in the next paragraph, to which you 
have made reférence, said that any departure from the 
rule of the railway obtaining revenue from rates that 
are compensatory in relation to cost, any departure 
from that rule should be limited, should be known and 
should be capable of being measured. 

Q. So far as those low rates are in the publi 
interest or in the national interest, they would be 
subsidized. What if it were ascertained that there 


were low or unduly depressed rates that were voluntarily 
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introduced by the railways to meet competition, to take 
business back from the trucks, but that were not in the 
national interest? 

MR. GATHERCOLE: What we are suggesting is 
that the Royal Commission should look at this whole 
matter. It could make a reassessment of the whole 
matter. I do not say they will provide all the 
answers, but I think that what they ultimately prepare 
and publish will provide a fresh ese at the problem 
and we can go on from there. 

THE CHAIRMAN: You have a lot of confidence 
in us. 

MR. GATHERCOLE: That is the way we feel. 

MR, MAURO: Q. You would certainly agree, 
Mr. Gathercole, that in this field of non-essential car- 
riage of goods the railways should no more receive a 
subsidy than the truckers or the shippers by water or 
the shippers by air, that there is a distinction between 
the national public interest and the private managerial 
decisions of the railway? 

MR. GATHERCOLE: yes, but I would take it 
that no organization which is in business wants to per- 
form a service at a loss, and they are not voluntarily 
going to charge rates which are less than their cost. 

.Q. I speak of "voluntary" in the context 
that, even if it is imposed on them by competition and 
yet is a movement that might not be considered in the 
national interest, this would be a distinction from 


another traffic movement that was in fact considered to 
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be in the national interest, so that we may maintain to 
the greatest degree possible the free enterprise system 
between competing forms of transportation? 

MR. GATHERCOLE: What is in the national inter 
est, Mr. Mauro? How do you determine that? I would 
say that wise is in the national interest is for us to 
have a strongly competitive modern railway system, and 
I would think it should go out and get what business it 
can in wd Sa ete, with the trucking industry. 

Q. What if th getting that business it has to 
give rates that do not return it a proper contribution 
to fully distributed costs? 

MR. GATHERCOLE: I would say it must pare its 
costs. It must do it best to pare its costs. 

Q. On the same page, it is stated: 

"The Province is impressed by the number 

of complaints which it has received about the 

burden of horizontal percentage increases in 

freight rates. Under most circumstances 

transportation costs are likely to be a larger 

part of their total laid-down cost where 

markets are distant than where they are close," 
You go on, on page 26: 

"Ontario people will not wish to sit 
idly by while the disparity between the rates 
on the staple exports of the prairie west and 
of northwestern Ontario grow wider and wider. 
It appears to us that some of the rates in 
northern and indeed southwestern Ontario 


are being maintained at levels higher than 
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those available to other shippers for comparable 
distances, though they are contrary to the | 
railways' own best long-run interests: there 

is a reluctance to sacrifice the immediate 
revenue, even though it would strengthen the 
railways! long-term position," 

I might say, Mr. Gathercole, that the Province 
of Manitoba wholeheartedly agrees with the assessment of 
this problem made by the Province of Ontario. My 
learned friend questions you on thissubject, and I just 
wondered, so as to place it in context with what the 
Commission has been hearing about horizontal percentage 
increases from one end of the country to the other, 
whether you had looked at the reasoning of the Turgeon 
Commission in their report in 195l. As you know, they 
too pound an inherent evil in these horizontal per- 
eentage increases. 

I will quote from that report and ask you 
whether the Province of Ontario agrees with this assess- 
ment. At page 51 of the report the complaints about 
the horizontal increase method were summarized as follows: 

"That the application of rate increases 

by the horizontal increase method: 

"1. Disturbs existing 'relationships'; 

"OO, Accentuates existing disparities; 

"2, Aggravates the disadvantage 

already suffered by long-haul shippers; 
"h, Destroys existing 'differentials'; 


"5. Assumes that all traffic can bear the 
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same percentage increase when this is not the 
case; and 

"6, Worsens the competitive position of 

manufacturers subject to long haul, especially 
when they have to bring materials in for fabri- 
cation." 

The recommendations of the Turgeon Commission 
on this problem are found on pages 61 and 62 of the 
Report: | 

"1, Application for uniform horizontal 

increases to all freight tolls assume that all 
freight can, under all conditions, bear an equal 
borden of increase. This is an incorrect as- 
sumption. 

"dO, Horizontal increases, although pre- 

serving rate relationships percentagewise 
disturb them in cents per 100 pounds (or 
other unit ) in so far as shippers and con- 
signees are concerned, and this is of much 
importance to them. 

"2. Horizontal increases aggravate the 

disadvantage already suffered by long-haul 
shippers and consignees." 

I wonder whether the Province of Ontario agrees 
with the conclusions reached by the Turgeon Commission? 

MR. GATHERCOLE: We have great sympathy with 
them, but I think it is a little lacking in careful sur- 
vey of the assumptions which are unspoken, that if you 


have the prices of commodities increasing, as they have 
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2 done since 1945, then should they increase uniformly -- 
3 and I accentuate that "uniformly"? I can find very 
a little difficulty with the percentage increases. your 
5 real trouble occurs when some prices do not increase, 


6 or do not increase by so much as the percentage increase. 


7 That is when the real disturbance occurs. I would point 
8] out that Canada today is at the end of a very long and 
9| very powerful boom. We have not seen anything like 


10 that since the period of 1908 and 1913, and there is 


11 a disturbance in price relationship which is very 

is important. 

i Q. I would like to have also your comments, 
14 Professor McDougall, on the statement by the Acting Prime 
1S! Minister on November 26th. The quotation is as 

16) follows: 

Me "It is, however, recognized by the 

18 government that there are serious inequities 

= in the present freight rate structure which have 
a9 both contributed to, and been aggravated by, the 
ah system of horizontal rate increases. The 

22 government has already indicated its intention 

23 


to move towards a solution of these problems. 

"A study is being undertaken at once to 
work out measures of relief against inequities 
in the freight rate structure including any 
that may be aggravated by the present increases. 
Steps are also being taken to set up a suitable 
body to review the general field of railway 


problems and policies. This study will 
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include not only a comprehensive consideration 
of the railway freight rate problem -- including 
the situation of the long-haul provinces in the 
west and in the Atlantic region -- but also 
other specific problems which require solution 
if Canada's railways are to serve the en 
interest without prejudicing particular indus- 
tries or areas." 

Do you, Professor McDougall, think that the 
long-haul provinces, the Atlantic provinces and the 
Western provinces, have suffered from horizontal 
percentage increases? 

MR. McDOUGALL: If the movement of prices has 
peen advanced, that is, the prices of commodities, then 
very likely, yes. I do not think it possible to make 
a general blanket statement that will cover all com- 
modities in all areas. 

Q. Perhaps you can advise the Commission 
and myself -- because I am not now clear, after reading 
your brief and hearing what you had to say -- does the 
Province of Ontario recommend a change in the present 
level of horizontal percentage increases or the mainten- 
ance of the present system of horizontal percentage 
increases? 

MR, GATHERCOLE: Perhaps I may wires one ob- 
servation on this, if I may, Mr. Chairman. 

You ask whether there are inequities to the 
maritimes and to the west on long-haul shipments. a3 


think it depends first on what is the justification for 
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the rate upon which the percentage calculations were 
made. In other bis shy was it a fair rate or not a 
fair rate? If it was a rate that was uneconomic, if 
it was too low, you have a percentage increase that thy 
be unjustified. On the other hand, by and large, the 
flat percentage increases tend to amplify the increase 
and involve bexhhpe a higher cost sethis imposed upon the 
movement of those goods in relation to the shorter haul, 
but I think you have to take into account the existing 
rate structure. 

That is why we come back to this one point, 
that you need an assessment of the whole structure. You 
cannot start from the existing rate structure and say 
that is satisfactory and equitable in all its particulars 

| Q. I agree with all this about whether the 
initial rate is good or bad or a justified rate, but we 
are discussing and the Turgeon Commission was discussing 
the method of applying rate increases. The argument 
that has been advanced by the province is that the 
horizontal method of percentage increases brings about 
a disparity, brings about a greater differential between 
existing rate structures and definitely creates a burden 
on the long-haul shipper. The thing that my learned 
friend yesterday in Beeb ys your submission on the part 
of the public of Alberta mentioned was that the situation 
pecame so fantastic that when the last 17 per cent 
increase was taken to the Governor in Council it was 
shown that in this final application 73 per cent of the 


increase would be obtained from 32 per cent of the 
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revenue. I think it would be helpful to this Commission 
and certainly helpful to me exaust interest to the various 
parts of Ontario itself to know whether or not the Pro- 
vince of Ontario is approving of the present method of 
applying horizontal percentage increases, rate increases 
by the horizontal percentage method, or is it definitely 
opposed to it and recommending a complete reappraisal of 
rate making? 

MR. GATHERCOLE: Our position is as it is set 
out in the submission. We believe that anomalies may 


arise by providing horizontal rate increases. 
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COMMISSIONER MANN: Mr. Gathercole, I am a 
little confused about one of the things brought out here. 
Do I understand from your statement that if a rate for 
a short-haul shipper into a market is fair by all the 
criteria of fairness that we may establish and if the 
rate into the same market for a long-haul shipper is 
fair by the same criteria, there is nothing wrong in 
imposing a horizontal per cent rate increase? 

MR, GATHERCOLE: It would depend entirely on 
whether the cost to the railway were being increased for 
the movement of those goods proportionate to that in- 
crease, and if it wasn't, then the increase on the long 
haul wouldn't be justified, 

MR. MAURO: Q. So that I would assume that 
the Province of Ontario would support any scheme which 
tended to redistribute equitably these cost factors 
between the short-haul and long-haul shippers, the dif- 
ference between terminal costs and line haul costs? 

MR. GATHERCOLE: What we thought are rates 
which are --- 

Q. Fair and equitable and properly reflect 
costs? 

MR. GATHERCOLE: Yes, 

Q. Professor McDougall, I wondered Caeeey the 
Province of Ontario will be making any submission on the 
matter of lake and rail rates. I thought that perhaps 
with the interest of such places as Windsor and north- 
western Ontario, particularly Port Arthur and Fort Willian,, 
whether the Province of Ontario would be taking any posi- 


tion on this matter of lake and rail rates? 
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MR, McDOUGALL: I certainly couldn't say. To 
my Knowledge it hasn't been considered. 

Q. Do you think that it is an important 
matter to be considered by this Commission? 

MR. McDKUGALL: I just haven't given it 
eabaenes sir, I am sorry. 

MR. MAURO: I want to congratulate you, 
professor McDougall, and through you Mr. Gathercole and 
those responsible for a very interesting and excellent 
submission. Thank you. 

Mr. McDOUGALL: In Mr. Gathercole's name, I 
thank you. 

THE CHAIRMAN: Mr, Frawley? 

MR. FRAWLEY: No, I have no questions. 

THE CHAIRMAN: Thank you very much, professor 
McDgougall. 

we will see if the Commission has any questions 

COMMISSIONER MANN: Professor McDougall, I 
wonder if you would be good enough to help me in my 
understanding of your excellent submission by answering 
a few questions I have. 

MR. McDOUGALL: Mr. Gathercole's submission, 
re a ee I am merely one of the boys helping in the back 
room, 

COMMISSIONER MANN: At page 3 of the submissio 
reference is made, roughly in the middle of the page, 
to the need that the railways have, according to the 
Province of Ontario, for getting more modern and 


efficient equipment in line with 1960 so that they 
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compete with aggressiveness and efficiency with other 
services. 

When the submission talks about the railways 
does it talk about the railways as instruments working 
on flanged wheels or as instruments 
of transportation by other than flanged wheels? 

MR. McDOUGALL: I was thinking of them pri- 
marily as running on steel rail. 

COMMISSIONER MANN: Has the Province of 
Ontario any views with regard to the possibility of the 
changing nature of the railway business from a flanged 
wheel steel rail business to a department store style of 
transportation? 

MR, McDOUGALL: We haven't considered that, 
sir. My own estimation of the situation is that 
large organizations are probably not as good in handling 
retail transportation as are small. They are under 
substantial difficulty, and certainly when they can 
plas. s heavy trains, heavy carloading, they can do 
extremely well. 

COMMISSIONER MANN: You think, then, sir, tha 
the railways should confine their activities strictly to 
the mass movements on main line and should not enter 
at all by any other means of transportation, say, 
acquisition of truck lines, etc., the feeder service? 

MR. McDOUGALL: No, I am willing to give them 
general licence. I think it is there that they will 
find the pressure on their own costs will tend to move. 


This is not a statement of what I wish or don't wish; 
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it is an attempt to assess the physical situation. 

COMMISSIONER MANN: May I refer to page 5, 
Mr. McDougall? In the third sentence you talk about 
the differences in the economic structure of the various 
Ontario regions, and the submission states that these 
differences in the economic structure may require an 
assessment of their respective transportation needs and 
costs in keeping with their special requirements. Now, 
would it be proper to assume from that that would be a 
policy that the Province of Ontario advocates for all 
Canada, that you must meet transportation needs in 
relation to the special requirements of the several 
economic regions of the country? I am only enlarging 
your statement to make it national. 

MR. McDOUGALL: You see, my difficulty -- I 
would hesitate to speak without the confidence of the 
Cabinet. Could that question be reserved? 

COMMISSIONER MANN: Certainly. Perhaps that 
holds true of the next question also. 

On page 6, the third paragraph, the submission 
states that the railways should contribute to the growth 
of the other segments of the national economy, and then 
it goes on and takes the reciprocal of that. Does that 


mean that the railways are to be regarded as an instru- 


ment of national policy rather than business enterprises 


aiming at profits? 
MR. McDOUGALL: No, I don't think it does. I 
think that rather it is -- and I am again trying to state 


what is, in fact, happening rather than anything like 


he on, eae 
“baa eboan okspstogeneny eviduedagt mien ae ee 


‘on -seaimanionskopio' futooge hana, dobw antavas, me 


pit ide sipeabuolinnnst ined aaeusnany scat ae. \ 


Veyturstine yao me. T. YI Wow Out ‘10 , anotgen vamono0e. 


TR gre. en ye a ome eee 


errant rok AM OF tana deh nN les 
: 


ae Ne kyohos ih wh eee Ley -LaNptOCM » oa ioe ik 


= 


rie Lo enrebl wes, ent TH tie 2eeqge, oF SIRs heer bow 


2 eS ae ee 
hej 
< 


Hoyesqoy od oohtneug sede hiwog. .doneded 


a 


Be saris we i mere r dn. r + VOM ABVOLEL TMMOO ' . 2 A 4 le ry i 
Cabs Abies p, IR Be “Te auth onan | 


fotueiaiven ono ~dgeugered hakdd ig es 98g £0 


Ftp a a fen gk ge ill et tin cers ipa 


ieee oe jy amueltrtenin Hivos ay Awl Eat. an? terid cotste. 
NSHt) Dis giouoss  Lagolaen att Wo ‘ednenyse “4ento sai Io." 
yaigeh Bod anette +0 le al sete aust Brae a0 stad 9 oh; 
UTES NS ee beby ayer od of 28 ayentlan ne, vadg nen 


eset oust ne ae Orhan: aud Kontes we Leno tan 10. 


Tn, 


i, + OEE 4 
' Tay pie Pela iatil er 


wise, ann é RAN , saan oe 7 


7 ae 
orn ‘ he 


ny ay, " ) ie of ’ be > y) 1 » 
EP lh Mareen: 8) Yr 


we 


itt 


~ pS 
nt 


sl 


ul 


if 


, Gathercole ) 
* ANGUS, STONEHOUSE & CO. LTD. McDougall ) 7263 
TORONTO. ONTARIO (Mann): . 
policy -- that they are being pushed, whether we or the 
rest of us like it or not, towards being commercial 
organizations. You see, sir, you are up against the 
whole pressure of law built up on this obligation to 
serve which, in the Middle Ages, ran quite as badly 
against the innkeeper or the baker as it ran against the 
earrier. Now, in the 19th century that obligation to 
serve was enforced against the carrier; it was allowed 
to lapse as against the big ones. Now, what the 20th 
century is doing is to bring competition into the front 
yard of the carriers, and therefore I do think in the 
ena what we will be forcea to do is to relax this obli- 
gation to serve. 

COMMISSIONER MANN: Then, Mr. McDougall, this 
sentence which you have on page 6 does not imply any 
public instrument of national policy eriterion but 
merely means that the railways, if placed on a proper 
economic footing, would ipso facto contribute to the 
growth. 

MR. McDOUGALL: yes. That is what I think 
is meant also by that sentence towards the end about the 
pervasiveness of the price system. 

THE CHAIRMAN: We will adjourn until two 


o'clock. 


---Adjournment. 
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---On resuming at 2.00 p.m. 


BY COMMISSIONER MANN (cont'd) 

Q. Mr. McDougall, I apologize for having 
kept you away from Kingston any longer than necessary 
to say a couple of other things that perhaps you would 
be good enough to develop for us, so that it helps our 
understanding of the matter. 

On page 9, in the last full paragraph, 3 84) 
talking about the railway freight traffic loaded at 
stations in Ontario, the source is the DBS Freight 
Traffic Summary, which was later called, I think, the 
Railway Freight Traffic Part V? 

MR. McDOUGALL: Railway Freight Traffic Part 
V gives you the companies. It is "Railway Freight 
rrarcie's: 

Q. yes, that is the one I had in mind. Af 
have a slight recollection that the earlier series 
included duplications of traffic intra-Canada, and that 
is traffic that was loaded on one line and then perhaps 
exchanged with another line was again entered for the 
other line. This duplication, I understood, was cut 
out in the later series; am I correct in that? 

MR. McDOUGALL: I can't answer that with com- 
plete firmness, but I don't think it ia°'s0. I thought 
they had managed to keep it clean right from about 1923 
on. What did happen was that there is a discontinuity 
at the shift in the fifties -- 1952, 1953 or 1956. 


Q. I thought that was one of the changes made 
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(on 


MR. McDOUGALL: The one that I do know is 
that where previously inbound water freight used to be 
shown as received from foreign connections, and it is 
now shown as freight originated in Canada. 

Q. Well, it is on the record now and we can 
check it. If you will turn to page 16, in the first 
paragraph you talk about the inception of competition, 
and you point out that the length of haul became greater 
as motor trucks improved in their efficiency and as 
highways were brought up to higher physical PN 
Is there perhaps another reason that caused increasing 
length of haul and that reason perhaps might be described 
as the fact that rising railway costs provided a higher 
ceiling for trucks and, therefore, also lengthened the 
haul? 

MR. McDOUGALL: My impression was that while 
railway efficiency was improving, that of the motor 
carriers was improving even faster. So, I am inclined 
to put more weight on that than I would upon an absolute | 
increase in the real cost of railway carriage. 

Q. In the last sentence on that page you make 
this statement: 

"Tf the railways are to be rebuilt and 

revitalized until they can contribute to the full 
to the continued growth and development of the 
whole country it must be in cooperation with these 
rising forces." 

That is, the rising forces of competition, I suppose -- 


other carriers, and so on. Would you be good enough to 
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elaborate what you have in mind -- closer integration 
of rail and truck and air and water? 

MR, MecDOUGALL: I think it is rather this, 
that the railways were, after say 1925 rather well 
adjusted to the kind of economy that was then in being, 
and that therehnas been a shift in relative advantage, and 
it is going to produce a new economy as it works itself 
out, and it is also going to produce a new railway rate 
structure and perhaps pattern of physical operations 
as well. 

Q. This closer cooperation, would you, for 
instance, say that for hire piggy-back on the railways 
is in the nature of what you have in mind? 

MR. McDOUGALL: I think so. I understand it 
is possible to achieve a significant reduction in ter- 
minal costs and also get a higher speed of delivery. 

In short, I think I have a general prejudice in favour 
of railways which are able to make money. 

Q. Do you think that there should be coopera- 
tion between independently owned truck lines and the 
railways, or should the railways, themselves, attempt 
to have an integrated transportation system including 
trucking and air and that sort of thing? Should the 
emphasis be on integration rather than cooperation? 

Mr. McDOUGALL: I would put it on cooperation 
on the ground that if you have duplication you are 
also going to have extra cost, and the fundamental 
interest is in allowing relative prices, relative costs, 
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to plan from above and say, "Tt should be done thus". 
I will let prices work from below. | 

Q. You don't think there is any merit in the 
railways by economy of seale running an integrated trans- 
port rather than cooperating with independent carriers 
by truck that have varying cost characteristics? 

MR. McDOUGALL: I could quite see that the 
two could coexist and I am willing to let them fight it 
out. 

Q. “won want to rely on the technique of the 
market place? 

MR. McDOUGALL: As far as humanly possible, yes. 

Q. Would that technique be upset 1f the 
railways, by virtue of acquiring truck lines en masse, 
were accused of returning to a quasi-monopolistic posi- 
tion? 

MR, McDOUGALL: I would not think so. 

Q. You don't think there is any danger in 
that? 

MR, McDOUGALL: Not a danger big enough to 
disturb anybody, because the costs of the trucks are 50 
much more heavily variable costs, and, secondly, the 
right of entry into trucking is so easy. It is an 
institutional effort. If the railways were to buy 
up all the truck lines, what would they do next year? 

I think it would become one of the sure ways to make a 
profit; you start a truck line and then sell it, and the 
would see so early it was a mug's game that they would 


not enter it at all. 
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Q. May I refer you to table 4 on page 18: 
in that table you have taken the first column from 
a calculation you have made out of Railway Freight 
Traffic? 

MR. McDOUGALL: yes. 

Q. Are you rami liek with the special Waybill 
Analysis published by the Board -- not the Waybill 
Analysis that is peinced. but a special one that has 
a restricted number of copies for distribution? 

MR. McDOUGALL: I am sorry, I am not. 

Q. I am only referring to it here because th 
Province of British Columbia used it for the first time 
in evidence presented to this Commission. I was 
going to suggest to you that you might be able to get 
your percentages of total freight traffic of each class 
loaded in Ontario out of that special Waybill Analysis, 
and if you did that I wondered if your final figures 
would show any significant variation, because then you 
would compare like with like, because you would compare 
the one per cent sample with a one per cent sample, and 
I wondered whether you would be good enough to obtain 
a copy and let us have your calculations? 

MR. McDOUGALL: LeWi LL, Ves. 

MR. MAURO: The provincial waybill analysis 
was used in the Winnipeg submission, Mr. Chairman. 

MR. SINCLAIR: I am glad to see that Manitoba--- 

MR, FRAWLEY: Well, Mr. Chairman, everybody 
is getting into the act,and I was most largely respon- 


sible for having it prepared in the first place. 
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MR. SINCLAIR: Mr. Chairman and Mr. Mann, the 
difficulty with it is that it only gives you one-half of 
the equation, 

MR. HUME: I had nothing to do with it what- 
soever. 

MR, FRAWLEY: The other half of the equation 
is probably down on Windsor Street. 

MR. SINCLAIR: The other half of the equation 
is in the multitude of shipments that move, | 

COMMISSIONER MANN: Q. On page 22, Professor 
McDougall, you have some general remarks, as I think also 
appear on other pages with regard to cross subsidization: 
is it the opinion of the Province of Ontario that cross 
subsidization is a bad thing not only with regard to 
railway rates, but with regard to rates by all other 
earriers -- air, truck... ? 

MR. McDOUGALL: If there is any statement to 
pe made for the Province of Ontario, I must ask to do 
it in writing. I haven't the power, 

Q. Well, could I ask you personally, as an 
economist, whether you hold that cross subsidization 
for other forms of transportation is as bad as it is 
shown here for railways? 

MR. McDOUGALL: I think I interpret that as a 
statement of fact. Is it possible to cross subsidize 
any other carriers to the extent that it was at one time 
on the railways? I think the answer is No, it was not. 

Q. Yes, that comes out at the bottom of page 
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rather extreme forms of differential pricing, just as 
the railways do; they have a rather great similarity 
there? 

MR. McDOUGALL: Yes. 

Q. So, I suppose you would hold if it were 
not possible on the same scale for the railways it would 
not be possible in the future for the trucks? 

MR, McDOUGALL: I would think not, no, unless 
the trucking industry should be led to do so, in which 
case the railways will come under that umbrella. That 


is a question of fact that I cannot speak of. 


Q. On page 27, in your reference to (a) 
"Other Income", the discussion you and Mr. Gathercole had 
with Mr. Sinclair this morning and yesterday was mainly 
in relation to Consolidated Mining and Smelting. Gi 
you put the proposition in another way and you said 
that the changing nature of the railway business -- the 
department store concept of railways that we seem to be 
getting into -- should, perhaps, the transportation 
enterprises, the transportation non-rail enterprises 
of the railways be included for the calculation of the 
requirements formula? That would be, say, Smith 
Transport in the case of Canadian Pacific and C.P. 
Airlines and C.P. Steamships, taking the good with the 
bad; if there were losses, then losses will stay, and 
if there are ey then the profits will be garnered? 

MR, McDOUGALL: I would be disturbed about 
taking in C.P.Steamships. tT think iti ise @ totally 


separate business. 
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Q. Because of its foreign connections? 
MR. McDOUGALL: It is on the ocean, and if 
you have ever looked at the indexing of rates, and I must 
say I have only examined the general cargo rates, and 
not the others, the range at which they move would 
scare me right out of that. I would not want to have 
any part of that. 

Q. Because of the wide fluctuation of rates 
in the steamship market? 


MR. McDOUGALL: yes. 
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Q. What about inland transportation sub- 
sidiaries that are directly competitive with the rail 
enterprises. 

MR. MecDOUGALL: I would think, in that 
case you might very well recognize that you have a 
transportation company rather than a railway company. 

I think that is eens with this idea of relying 
upon prices rather than regulations. 

Q. You think that should be included for 
the calculation of the requirements formula? 

MR, McDOUGALL: It would not disturb me to the 
extent of including the ocean steamships, and so on. 

Q. What would be the effect of the present 
technique, bearing in mind the C.P.R, what would be the 
effect of a line, say, like the Northland, which does 
not have bie competitive enterprises on whose profits 
they can draw and whose losses they can bear, to put 
the other end of the equation in? 

MR. McDOUGALL: It would certainly not help. 

Q. It would be a hindrance? 

MR. McDOUGALL: Even when I say that, I am 
assuming that net, and upon the average, there would be 
profit rather than loss. If the other people have not 
got also motor carriers which turn in a profit, then 
to that extent a rate level set by C.P.R's earnings, 
including these outside or non-rail earnings, would to 
that extent prejudice those other companies. 


Q. I have one more question, and perhaps 


this has reference tc something on which Mr. Gathercole 
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(Mann ) 
' gave an answer to Mr. Mauro, This refers to the cost 
of service theory. Mr. Gathereole said the effect of 


it might be or should be that some of the higher rates 
would be lower and some of the lower rates would be 
increased if you approximate a cost of service theory 

of rate making. If you do that, might there be a possi- 
bility of the drying up of some .of the lower rated 

crat tic? 

MR. McDOUGALL: I think that is the point at 
which you have to decide which way you get hurt most, and 
then avoid that. 

Q. So a pure cost of service theory is not 
feasible? 

MR, McDOUGALL: I do not think so. 

Q. You must always have some elements of 
differential pricing in the rate structure? 

MR. McDOUGALL: Except in so far as you are 
able to tailor your physical facilities to the kind of 
traffic you are handling. If that. ls not possible, 
then the other is necessary. 

COMMISSIONER MANN: Thank you very much, That 
has been very helpful. 

THE CHAIRMAN: Thank you very much, Professor 
McDougall and Mr. Turville. 

MR. TURVILLE: We will communicate with the 
Commission in answer to the two or three questions that 
I think will appear in the transcript, and Mr. Sinclair 
was wanting some clarification and we will do our best 
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to give that to ain. Taank you, Mr. Chairman, 
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MR. McDOUGALL: Thank you for your kindness, 


Sut 
THE CHAIRMAN: Mr. Ferris? 
SUBMISSION OF 
THE SOUTHWESTERN ONTARIO ASSOCIATED 
CHAMBERS OF COMMERCE 
Appearances: 
Mr. Joseph N. Ferris Solicitor, City of Windsor 
Mr. Murray A. Elder Secretary Freight Traffic 
Committee, Southwestern 
Ontario Associated 
Chambers of Commerce and 
Boards of Trade 
Mr, Bagar K. Turner Traffic Manager, Chrysler 
Corporation of Canada 
Limited 
Mr. Clifford A. Wilson General Traffic Manager, 
Canada and Dominion Sugar 
Company 
Mr. H. Ringrose General Traffic Manager, 
Hiram Walker & Sons Ltd 
Mr. George Gaines Traffic Manager, Canadian 


Bridge Company Limited 


MR. FERRIS: My name is Joseph Ferris. I am 
a lawyer and I am at present employed by the City of 
Windsor as the City Solicitor. Mr. Chairman, I must 
say that it is my distinct honour and privilege to appear 
before you today as counsel for the Southwestern Ontario 
Associated Chambers of Commerce for the presentation of 
thei nbrier, 

The Associated Chambers of Commerce comprise 


é 


some thirty Chambers in Southwestern Ontario, and these 
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are listedé-on the third page of the brief. 

Perhaps the ere achene of our transportation 
problems is best reflected in the enee of representa- 
tives we ae Codaniand who were here yesterday but could 
not remain until today. We have representatives from 
London, Sarnia, Chatham, St. Thomas and other places. 

THE CHAIRMAN: ° If we could not call on them 
yesterday, we hope they were entertained and educated in 
any ets 

MR, FERRIS: I must say also that no one perso 
is responsible for our brief; this is the fruit of a 
freight traffic committee comprising some fifteen members 
drawn from the thirty Chambers of Commerce I mentioned. 
However, I would say that six people are immediately 
responsible or directly involved today in the presenta- 
tion of this brief. Mr. Elder, whom I will introduce 
a little later, is to be the witness. Assisting Mr. 
Elder at the table is Mr. Edgar K. Turner; Mr. Turner 
is a member of the Windsor Chamber of Commerce. He 
is the Traffic Manager of the Chrysler Corporation of 
Canada Limited, With Mr. Turner and'Mr. Elder at the 
same table is Mr, Clifford A. Wilson, who is a member 
of the Chatham Chamber of. Commerce and who is the 
General Traffic Manager of Canada and Dominion Sugar 
Company Limited. With me, to my immediate left is 
Mr. H. Ringrose, who is a member of the Windsor Chamber 
of Teaesewae is the General Traffic Manager of 
Hiram Walker & Sons Limited in Walkeryiile., Next to 


him is Mr. George Gaines,who is a member of the Windsor 
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Chamber of Commerce also and is the Traffic Manager of 
the Canadian Bridge Company Limited in Windsor. 

Perhaps the importance of our part of the 
eountry. is best ene iiirs ed in a comparison of Southwestern 
Ontario to the great Province of Manitoba. It has 
707,000 people, and they have 878,000 people in their 
vast reaches. 

MR. FRAWLEY: We have a distillery, at any rate|. 

MR. FERRIS: The Freight Traffic Committee has 
worked long and hard on the preparation of this brief. 
The intent and purpose of this brief is to place before 
this Commission as Dey sere as possible the transportation 
problems facing Southwestern Ontario and, more important 
perhaps, to submit for your consideration certain pro- 
posals which we feel, if adopted, would provide trans- 
portationeconomies for the proper and natural industrial 
development of Southwestern Ontario. | 

In many respects Southwestern Ontario's trans- 
portation problems are acute. If we are to develop 
successfully economically so as to take our proper place 
with the other regions of Canada, some relief must be 
granted to us. 

My witness here today is Mr. Murray A. Elder 
of Windsor, who is the industrial commissioner for the 
six counties in the Windsor area, Mr. Elder has been 
quite active on two freight traffic committees, firstly, 
the freight traffic committee of the + Windsor Chamber 
of Commerce, and, secondly, the freight traffic com- 


mittee of the Southwestern Ontario Associated Chambers 


pfoabvats ik Sia ait 


DYN NG a 


eanagong 


oe ‘dome wee ee adie, ene 


Hotes wetness ‘any : _ bog 


. Geagroaht, ston Bie 


0 edngeemmniee pitt ae 


se ond st ah w pod tobe apie woe 4 “ne. aint ot “eanshe 
. seman ee Seer ta dtc rit cbeyavbs 


hi 


eda sbi POR eS RIN) SSR ey roan one 0% ebtinonsbencrdamteg | 


snsogoteveb | 


enediag nya ataomstouee ‘ 


| atid ake Oe chs (e: watts baiaibg, eposaner ‘whit te ay yee 


! 


MO LOURE lit ett oy at | ita ru ‘aunt! fon nogtarrog L oS ) 


. Joos th rn OS ALU. OShe ath ae in fics tfentioneos ‘uttvtaaeoaue | : is ith ee, 


ey) ae Tew PL Cor ane aia a 


avons ‘teddo nid ane nie 


i} Ue HA ii 
Nat hey Healt at { 


ay {ee TAY! Vit OUSTY a 


} 


rn» ‘ved lod peter | des. i 


MADRE Hea tent. cake 22 ob ana att ae a Dh: 


ihe 


Maer’? ‘ecidibse timtioy’ tata vet 
sed Patt Hebls. . AM 


cuban er, ou 


vw 


ne ia Ra nash BG tt Ot Eee Fee Wy AWA at (aE age Deaths A hy 
iy igh tk 


SRE NSTENGNECsEacco. LTO) | Elder, dir Cac 
TORONTO. ONTARIO (Ferris ) 


of Commerce. Mr. Elder. 


MURRAY A. ELDER, called 


THE WITNESS: Mr. Chairman and members of 
the Commission, I appear on behalf of The Southwestern 
Ontario Associated Chambers of Commerce, the members of 
which are the following: 

Amherstburg Chamber of Commerce 

Belle River Chamber of Commerce 

Blenheim Chamber of Commerce 

Chatham Sianber of ouhene 

Comber Chamber of Commerce 

Courtright & District Chamber of Commerce 
Dresden & District Chamber of Commerce 
Dutton and Dunwich Chamber of Commerce 

Forest Chamber of Commerce 

Grand Bend and Area Chamber of Commerce 
Harrow & Colchester South Chamber of Commerce 
Kingsville & Gosfield South Chamber of Commerce 
LaSalle Chamber of Commerce 

Leamington Chamber of Commerce 

London chamber of Commerce. 

Petrolia & District Chamber of Commerce 

Port Burwell Chamber of Commerce 

Port Stanley Chamber of Commerce 

Ridgetown Chamber of Commerce 

Riverside Chamber of Commerce 


Rodney and Distrivt Chamber of Commerce 
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St. Thomas Board of Trade 

Sarnia Chamber of Commerce 

Thedford & District Chamber of Commerce 

Tilbury Chamber of Commerce 

Wallaceburg Chamber of Commerce 

West Lorne Chamber of Commerce 

Windsor Chamber of Commerce 

Sombra Chamber of Commerce 

Thamesvillie Chamber of Commerce 
These Chambers of Commerce and many of their municipal 
councils have assisted and fully support this brief. 

A - Our Location and Economy: 

Southwestern Ontario is that area of Canada 
comprising the most southerly and westerly five 
counties of the Province of Ontario. In each of these 
counties is at least one major manufacturing community 
(London, St. Thomas, Chatham, Sarnia and Windsor ). 
The country between these communities is largely agri- 
cultural and the area has a cash farm income annually of 
over $159 million. These agricultural products in 
turn have induced most major canning companies in Canada 
to establish operations in Southwestern Ontario. Agri- 
culture is also the reason for distilling, brewing and 
cereal products manufacturing followed by can, bottle 
and carton manufacturing. This, in turn, has brought 
about a good rate of population growth in the counties 
(15.6 per cent to 41.2 per cent in the last decade ) 
and the latest figures show over 707,000 people. 


This section of Canada is also known for the 
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mass production of auvaroha ice and components, petro 
chemicals, diesel locomotives and numerous other pro- 
ducts. Our established larger factories ship annually 
$1,208,118,000 of goods, they purchase materials costing 
$886,105,000, they employ 74,755 persons, and have 
annual payrolls of $291,214,000. 

It 1s to protect the livelihood and steadily 
deteriorating competitive position of our farmers, 
factory workers, and our industries that we present this 
prief and our suggestions for the correction of present 
inequities in freight rates. 

B - Our Problems: 

Eastbound and westbound rate making prin- 
ciples involving.central Canada are quite different. 
Westbound rates from most origins are equal, while 
eastbound rates reflect mileage operated. This 
condition results in an unfavourable freight picture 
for Southwestern Ontario communities and detracts from 
what would otherwise be a favourable location for 
industry. 

The freight rate picture involving Ssouth- 
western Ontario has been steadily working more of a 
hardship with each hortizontal percentage railway 
freight rate increase approved by the Board of Transport 
Commissioners (hereinafter referred to as The Board). 

Horizontal percentage increases change rate 
relations in cents per hundred pounds and this generally 
disturbs business. There is a shrinkage of markets 


to industry, for long hauls are subjected to the largest 
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increase, while short hauls gain by the advantage of a 
lower increase. 

It is our are freight rates are much higher 
than would be necessary if statutory Crow's Nest Pass 
grain rates had been subjected to some of the increases. 
We are not against this form of subsidization for grain 
movements, but woods feel that statutory rates place 
considerable additional burden on industry. This 
condition makes it most difficult for Southwestern 
Ontario, where industrial development is extremely slow 
because of the existing westbound freight rate pattern, 
and the alarmingly high level of eastern rates. 

For many locations in Canada there is a rate 
advantage in geographical location to offset a rate dis- 
advantage. Our area offers no rate advantage for 
location. In eastbound shipping, our freight costs 
are generally the highest in Eastern Canada -- this we 
expect and acknowledge in view of our geographical lo- 
oReLbAS However, in place of a comparable advantage 
ren westbound shipments by way of offsetting our eastern 
freight penalty, a large portion of Ontario is blanketed 
with equal rates under A and B railway groupings. 
Exhibit No. 1 attached shows existing eastbound and 
westbound rates from Southwestern Ontario origins. 

Despite direct short line mileage operation of 
water carriers from ports of call in this area to the 
lakehead, we do not enjoy a logical freight rate ad- 
vantage for water shipments westbound. For eastbound 


water shipments, we are subjected to a substantial freight 
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penalty as experienced also for rail movements. 

C - Our Proposals: 

In view of all of the foregoing, and by way of 
providing Southwestern Ontario with a competitive status 
which will lend itself to the retention of existing 
industry as well as promote needed new industry, we make 
the following recommendations and ask fuacenenieds con- 
sideration be given to their adoption. 

First Proposal: Percentage rate increases be 
modified with a system to preserve as 

much as possible distant markets for in- 

dustry. Exhibits Nos. 2 and 2A attached 

show the result of the present percentage 

railway increase principle and the dis- 

turbing effect on rate relations, as 

well as the burden long haul shippers 

must pay as opposed to short haul shippers. 

While the percentage freight rate increase 
method has beer dealt with quite extensively in 
Canada by the Board and in the United States by the 
Interstate Commerce Commission, we believe a more 
concerted effort should be made in Canada to establish 
a more equitable basis in the increase method so that, 
in effect, all industry will pay a more uniform amount 
of increase. While this. recommendation may appear to 
support the long haul shipper to the disadvantage of 
the short haul shipper and his geographical location, 
the short haul shipper is continually gaining a greater 


rate advantage with each horizontal percentage freight rate 
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increase as presently applied. 

The long haul shipper starts off with a 
tremendous disadvantage due to his geographical 
location and his position Voneaan with each percentage 
increase to the point where he can no longer compete 
in distant markets. It follows therefore that we are 
rapidly reaching the point of restricting the radius of 
trade for industry to a very limited short haul market 
and this is not in the best interests of the overall 
national economy. 

Industry must then consider decentralization, 
that is, the building of additional plants throughout 
the country at tremendous cost. It is Sanus 
doubtful that the market concentration throughout Canada 
will justify this action and we believe investigation 
will reveal this to be so. 

Therefore, there is, and will be through the 
horizontal percentage increase principle, a continual 
loss of trade and hence a loss of volume to the railways 
to the detriment of everyone. There is also the pos-. 
sibility that the losses to industry will then be 
enjoyed by foreign industry who can obtain cheap 
water transportation to ports within: easy reach of these 
markets. 

We have noted that the Interstate Commerce 
Commission in the United States have, in some cases, 
approved lower increases for certain territories to 
preserve trade, for example, Ex Parte LOS (2720 TEC... 


695) December, 1948, 6% in Eastern and Southern 


0 ie 2 poss an ee 
. 

i wy “T 
ve; ; 


a af , + mot is! Luin a 


. 
nee ie ip ae 
Same 
. Pe - : | 


ia 


ne Pa Ny 4 i" vb 


fon. mate se! Soaicic! al an 


ee wo i. . Ghonig ty a Bry wi by eras 


ae hike ond enies '%o titog ‘eid aerial fo 
deshiant Lued nog bestntt yrev soy yrdenbnnh, ae 
fistovo ‘said ta “pdeeredal gasd’ sot af) om Bh atdd bie, | 
eonoss: Lénottan | 


MoldssiLetinsosd svohbLanods Mend Jenn yrteubal 


ddongoowld stnarg fanortitbbs 2o grit biti ot vet tage 

yf amet x9 wi of ~2209 “Girobiisnsts 78 yrdnwos and | 
pias: WwOéguOTAd nobIeidisdnos Jess sad ded? Bede 
hoMegtosevnt evetied cy bas nohtos eldd ¥tilommh eiee 


.08 5d od atdt Ledvers Diltw 


ee ae 
4a 


at? rassoirdd sd ff{iw bogs \et ested .sxodsrea 


s 


feunisoos s ,ofgtortinvy sesetonl eygstaapise Leteosiven 


—— oe 


Ayewlisn ony ol omulov to asol s soned his Shawl Ye ea0k |) 


| =a90 oct cale eb. erst + SNOVISVS qo dhenthyad sdd oF Las 
| Sd nedy ifiw yaveubat of eeeeol Bid. teat witidta | } 
‘ae a : % “9 
is ; 
qsano mtesdo mao oxtw vteu bint aglesel yd beyoine ‘Les a 
| Saeiy 26 Hoss: yess atdttw stdog of mobted+ogenert vetew 2. a 
aptTemmo) eleadzastnl edd 3sdd 59260) evad sh rT 
4 : *aN an 


BOSE Smde nt Sve 297622 bate ‘ste et no Dae tamed: ‘ 
O2 eetyodiaiss atstxes “ot soaeenso tewol bevongge | as 
eee. T SYS) Sol ovtes xa eile): enieeny: 


ws 


ANGUS, STONEHOUSE & CO. LTD. Elder, dir 7283 
TORONTO, ONTARIO (Ferris ) 


Ci 
(ta 
nt 


th 


f 


territories, 5% in Western territories and 4% in 
others. Also Ex Parte 168 (276 I.C.C. 9) May, 1949, 
10% 9% and 8% in different territories. 
The Interstate Commerce Commission, in EX 

Parte 162 freight rate increase, had this to say in 
connection with certain contentious issues which we 
pelieve is very timely: | 

"The outlook of the Commission and its 
powers must be greater than the interest of the 
railways or of that which may affect those 
interests. It must be as comprehensive as 
the interest of the whole country. In view 
of the dominant role which the railways have 
played in the development of the country, these 
rate structures have been the product primarily 
of the many forces which haye played on rail 
transportation. They have not been perfect 
but they have had a common purpose to accom- 
modate the needs of commerce which possess an 
ever-present tendency to grow in volume and 
in the variety of commodities which compose 
it and to expand the radius of its distribution. 
Shippers have constantly manifested a esc ths 
to reach out farther and farther into distant 
markets. In no other sean eey has there been 
such a degree of freedom of movement of com- 
modities over great distances. 

"Rail rates, still the backbone of all 


transportation rates, are geared into the 
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economic life of every section of the country. 

Many producers, traders and consumers are wholly 

or mainly dependent on rail transportation. Rate 
adjustments in these circumstances must be worked 
Be primarily in terms of rail transportation. 

Rail rate structures are a matter of delicate bal- 
ance. It is impossible, as a matter of law or 

v peanouig policy, completely to disregard the 

way in which these rate structures have been develop- 
ed and the purposes they serve. The problems 
ta be approached with the interests of only 


one class of the community in view. 


"As in all general rate increase proceedings, 
there has beenacute disagreement between long haul 
shippers and those who are close to their markets, 
There are many competitive situations where no 
recognized differential relation of rates has been 
established but where nevertheless rates have been 
made to reflect competitive conditions and such 
Situations greatly outnumber those in which fixed 
relations have been established. The application 
of a percentage increase to both long and short 
haul competing shipments results in widening the 
amount of the difference between the rates, often 
to such an extent as to exclude the long haul 
shipper from the common market or conjpel him 


to reduce his prices so that he has no profit. 
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"Carriers transporting for long haul shippers are 

also concerned with the maintenance of fixed 
differentials or differences, or at least in 
preventing increasing them to such an extent 
as to stifle competition and movement. 
"Contrariwise, shippers located so that their 
traffic moves shorter distances, pay or absorb 
a lower basic rate, and are subjected to a 
lesser amount of increase if the same percentage 
is applied to their rates as to the rates charged 
' the competing long haul shippers. This advan- 
tage they consider as justly aah tb their geo- 
graphical situation and as properly to be insis- 
ted upon by them, 

"In resolving Bie conflict, both the car- 
riers and the regulatory commission must have 
regard to the effect of the manner of increase 
upon the movement of traffic. 

"In this proceeding, it is shown that the 
petitioners, in formulating their proposals, 
decided upon a neh aion of percentage in- 
creases adjusted to regional needs with certain 
maximum limits to preserve traffic and lessen the 
unfavourable effect upon existing commercial re- 
lations and in some cases, stated flat amounts 
of increases. The system of making increases 
devised was generally similar to that employed 
by us in certain previous general rate proceed- 
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1 

"There are also other situations where the allow- 
: ance of any increases of substantial size must 
disturb pre-existing relations beyond the 
é possibility of remedial eorrection so as to main- 
: tain the former competitive status. 
: "we have the assurance of the petitioners 
; of their intention to proceed by voluntary dis- 
: cussion and cooperation with the shippers and 
ba representatives of markets to devise and 
rr endeavour to put into effect such measures as 
2 will restore former competitive relations as 
13 completely as possible. We expect full and 
14 prompt compliance with these representations." 
15 We ask that serious consideration be given 


16 to the principle of a lower rate of increase for long 
17 haul traffic for future Canadian railway freight rate 


18 increases. This principle has been approved by the 


19 Interstate Commerce Commission and is not discrimina- 
20 tory to the short haul shipper for the long haul shipper 


invariably pays a much greater amount in cents per 


hundred pounds. 

Second Proposal: Provision be made for establishing 
westbound rail freight rates from this 
area based on the advantage of short line 
mileage through U.S.A. to Western Canada 
destinations. See Exhibits Nos. 3 and 
3A attached. 

Or alternatively 


Eastbound rail rates to be establisned on 
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present westbound large block principle. 
See Exhibit No. 4 attached. 


The principle of permitting actual mileage 


from Ontario origins, when lower than Toronto mileage, 


was permitted when the equalized scale of class rates 
became effective on March l, 


1955. 


This resulted in 
lower freight rates from many origins previously subject 


to equal rates with most other Ontario origins under A 
and B railway grouping. 


It is the approval of short 
line mileage to Western Canada we are seeking and this 


principle is already established. 


Alternatively, we 
request consideration for the large block equal rate 
basis eastbound. 


Under today's high freight costs, we have 


noted a continuing trend by industry to locate where 
freight costs are more favourable. 


Because of the 
eastbound freight rate penalty from our region, without 


comparable westbound freight rate advantage, we are 
finding that industries are locating farther east in 


major centres where freight costs are more favourable 


in shipping to their eastern markets over shorter 
mileage. 


At the same time, their western shipments 
move at the same, or. lower freight rates as explained in 
paragraph 19, than ours, and move more expeditiously, 


as opposed movements from this region involving 2 
lengthy back haul to Toronto. 


Freight rate relief for our region is 


vitally necessary if the region is to develop in re- 
lation to other areas of Canada. 


Our westbound rail 
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rates and related water rates will not now permit the 
full scale development of this region. This one-time 
attraction is drastically offset by the high level of 
ermine rates eastbound, resulting from the many railway 
horizontal percentage freight rate increases. 

We request the adoption of short line mileage 
operation by rail through the United States from South- 
western Ontario origins via either the ports of Windsor/ 
Detroit or Sarnia/Port Huron, We would naturally expec 
this principle to carry rail routing restrictions limit- 
ing U.S. operation to Canadian railroad subsidiaries for 
all, or as much of the haul as possible. 

Alternatively, our second proposal is a request 
for incorporation of the large block principle (similar 
to westbound A and B group) for eastbound rail freight 
rates, removing the large freight penalty preventing 
natural industrial development in this region. 

It is difficult to determine why mileage rates 
were established for both rail and water rates eastbound 
as opposed to the apparent need for the westbound water 
competitive rate making principle (A and B groups). 

We subscribe to the theory that eastbound rates do reflect 
proper and long established rate making principles, 
wherein there is a natural progression in the rate scale, 
taking into account mileage and the cost of operating 
greater distance. It is this rate making principle 

we prefer and believe is proper and fair and should .be 


the basis of an all freight rate scale. 
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1 

Third Proposal: Water rates westbound to be estab- 
; lished to better reflect cost of operating 
distance involved. See Exhibit No. 3. 

Or 

ks 
} eastbound water rates to be established on 
; present westbound equalized principle. 
} See Exhibit No. 4 attached. 
‘ It seems quite logical to predict the 
ie economical advantages of the seaway for this region tO 
rr be decidedly hindered if water rates continue to be 
12 i aca closely to rail rates. For the success of any 
13 venture large or small an incentive must be provided for 
14 its use. Full scale water economy is necessary then for 
15 the success of the seaway , permitting amortization 
16 of the large investment in this venture by our federal 


17 government, and providing the economies of transportation 
promised by its inception. 

While water rates from Windsor to the lake- 
20 head are very slightly below those from Toronto and 


Montreal, they do not, in our opinion, reflect the cost 


21 
22 of operating distance. In Exhibit No. 1 attached you 
23 will note Toronto and Montreal rates are equal, with a 


24 slight advantage to Windsor. Water mileage from 

95|| Montreal to winaee’s is 608, which should result in a 

96 || much lower basis from Windsor to the lakehead. By 

27 the same token, Toronto should enjoy an advantage to the 
9g lakehead over Montreal to reflect the cost of operating 
29 the 337 miles between these two ports. Eastbound rates 


30 do reflect the cost of operating greater distance, 
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which principle as stated previously we subscribe to. 

pecaNee of the westbound water rates existing 
today, it is logical to believe that this form of 

"equalization" is not providing true water economy for 

this region on our shipments. Also Toronto is not 

enjoying true water economy over Montreal. We request 
that water rates be established westbound to better 
reflect the cost of operating distance froin ports in this 
area to the lakehead, providing this region with a west- 
bound water rate advantage greater than the small ad- 
vantage presently existing. 

If the existing westbound principle can be 

Justified by the water carriers, we see no reason why 

the same basis should not be established eastbound, 

especially now that water competition from the seaway 
will be equal to that existing westbound. This would 
provide this region with greater economy eastbound than 
presently, for rates or mileage in this large group 

Windsor 50 Montreal would be averaged, 

Summary of Proposals: | 

(i) that percentage rate increases be modified 
with a system to preserve as much as 
possible distant markets for industry; 

(141) that provision be made for establishing 
westbound rail freight rates from South- 
western Ontario based on the provision of 
short line mileage through the United States 
to Western Canada destinations 


or alternatively 
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that eastbound rail freight rates be estab- 
lished on present westbound large block 
principle; 
(111) that water rates westbound be established 
to better reflect the cost of ean de dis- 
tance involved 
or alternatively 
that eastbound water rates be established on 
the present westbound equalized principle. 
Conclusion: 

There is evidence on behalf of both the Board 
and the carriers that either of our proposals for east- 
bound and westbound rate making are feasible. For 
example: 

In the Board's Judgment of December leth, 
1952, in dealing with the question of 
specific or group rates, the following 
statement appears on page 9: 

"One of the matters in the series of 
freight rates cases which have been adjudi- 
cated by the Board in recent years has been 
the existence in the East-West freight 
tariffs of the large triangular group ex- 
tending from Sault Ste. Marie, Sudbury, 
Capreol and Windsor, Ontario, on the west, to 
Montreal and Quebec City on the East, com- 
pared with the grouping of stations in 
Western Canada, which are based primarily 


upon the local rates from Fort William and 
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ih ieee oe and West thereof, and which 
consist of numerous 5- and 10-mile blocks 
up to 500 miles and generally 25-mile- 
blocks beyond that distance, We consider 
that the type of grouping in Eastern Canada 
referred to above in this paragraph should 
be replaced by groupings that will enable 
shipping points to have the benefit of 
their geographical location in relation to 
distance and that will be more in conformity 
with the national freight rates policy and 
the principles of equalization. We also 
think that the same principles should, of 
course, apply to Western Canada where any 
large group now exists," 
Also the C.P.R. in their submission re 
Equalization of Class Rates presented to the Board at 
Ottawa on October 5, 1953, had this to say regarding 
large groups similar to A and B westbound groups 
presently existing: 
"On this question the position of 
Canadian Pacific is that if any area in Canada 
ean ewedunseh to the satisfaction of the 
Board that a territorial group is necessary 
or desirable in the interests of the 
general shipping public, no objection to 
the establishment of such a group would be 
justified so long as a reasonable average 


mileage was used in the calculation of rates 
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to and from the group. On the other hand the 

mere existence of groups A and B in Eastern 

Canada would not appear of itself to be a 

justification for the establishment of groups 

elsewhere; in the first place, groups A and B 

are used only in the calculation of rates to and 

from Western Canada and not locally within 

Fastern Canada, whereas the proposed new groups 

are apparently intended for application to 

local rates within the west; secondly, the 

force that compelled the establishment and 

has required the maintenance of groups A 

and B is the existence of the St. Lawrence River 
and the Great Lakes. No such compelling i) 
reason exists for the creation of groups else- 
where," 

We suggest there is a very compelling need 
today,in view of the level of freight rates detrimental 
to industry in this territory and the attraction of new 
industry, for either the principle of large mileage 
plocks for eastbound rate making or alternatively, the 
option of shorter mileage through the United States for 
westbound movements giving this region lower rates in 
that direction. Only by approval of one of these 
principles will this area enjoy natural industrial 
development at a rate comparable to that which has, and 
is taking place throughout Canada, as well as assure 
the retention of existing industry all so necessary 


to preserve or improve our economy. 
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1 
2 
3 
4 
5 
6 sista adioaabillen dvaenilee! 
EXHIBIT NO, 1A 
7 SHOWING EXISTING RAIL AND WATER FREIGHT RATES 
PRESENTLY IN EFFECT, REVEALING EASTBOUND PENALTY WITHOUT 
8 WESTBOUND ADVANTAGE FOR SOUTH VUSTERN ONTARIO 
9 CLASS RATES EASTBOUND TO HALIFAX, N.S. 
10 From Via Classes 100 85 710 55 25 40 
Toronto Rail B38, 907)’ 2397 ) LES) 152,. 196 
ah Water 329 279 230 180 147 132 
12 Hamilton Rail 949 296 244 191. 157 | 140 
Water $40) 988237) 188.) 152. 137 
13 Welland Rail 974/395) 260 204). 167 149 
Water 351 298 245 4192 157 141 
14 
St. Catharines Rail 360 306 252 198 162 144 
15 Water ge 4) 203) 946, TOO) 157) . 140 
Chathem _) Rail 415 352 290. 228 187 166 
16 Courtright ) Water 406 3@4> ZeRi/2en' 162) 163 
Sarnia Wan 
17 
Dresden ) Rail 496 362) 298° 234 191), 172 
18 Ridgetown ) Water 466) S44) 283), 222) TB2r) 165 
WalLaceburg ) 
19 Leamington ) Rail 437) 371. 806), 240) 197) 279 
Riverside ) Water 406.344. (2830922 )182 163 
20 Windsor ) | 
Harrow Pail 248) 381. 314’ 246 201 | 179 
21 Weiter 406 344 253 222 182 163 
22 CLASS RATES WESTBOUND 
23 See Exhibit No. 1 
24 
25 
26 
27 
28 
29 
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EXHIBIT NO, 1B 
SHOWING EXISTING RAIL AND WATER FREIGHT RATES PRESENT- 
LY IN EFFECT, REVEALING EASTBOUND PENALTY WITHOUT WESTBOUND 
ADVANTAGE FOR SOUTHWESTERN ONTARIO 


CLASS RATES EASTBOUND TO SYDNEY, N.S, 


From Via Classes 100 85 70 55 45 40 
Toronto Rail 349 296 244 101 157 140 
Water 340 288 = 237 186) 0 252i) pot 
Hamilton Rail 360 306 252 198 162 144 
Water 301 298 245 192 ( 158 141 
St, Catharines Rail 371 315 260 204 167 149 
Water 362 307 253 198 162 146 
Chatham ) Rail 426 $62)/9°998) 234 4 191 Vath 
Courtright ) Water 417 B54 2a SSB LEG" 166 
Sarnia ) 
Dresden ) Rail 437 371 306 240 197 175 
Ridgetown ) Water 417 B54) BOL 298 IL SGre OG 
Wallaceburg ) 
Leamington ) Rail 448 381 314 246 201 179 
Riverside ) Water 417 354) i291 228 iw bB67 168 
Windsor ) 
Harrow Rail 459 886) 331/252 207) Ase 
Water 417 B54) SOUR 228 in 186.) to8 


CLASS RATES WESTBOUND 


See Exhibit No. 1 
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EXHIBIT SHOWING EQUALIZED RAIL RATES FROM CHATHAM 


a APPROVED BY BOARD AND EFFECTIVE MARCH 1, 1955 
— AS OPPOSED EXISTING RATES | 
AND HOW THE DIFFERENTIAL BETWEEN CLASSES HAS CHANGED 
THROUGH HCRIZONTAL PERCENTAGE INCREASES 
* Chatham to: 100 85 70 55 45 40 33 30 27 
Toronto 179.0 Canadian miles actual, used 200 miles on Equalized Scale 
Equalized 150 (22) 128 (23) 105 (22) 83 (15) 68 { 8) 60 (10) B0=(=5) 45 ( 4) 41 
= Present ~ 184 (28) 156 (27) 129 (28) 101 (18) 83 (-9) 74 (13) 61=(<6) bbe 35) 50 
ue) : 
=a Montreal 518.9 Canadian miles actual, used 525 miles on Equalized Scale. 
4 
= 3 Equalized 257 (40) 227 (40) 187 (40) 147 (27) 126 (13) 107 (19) 88 { 8) 80 ( 8) 12 
= 2 Frresent 326 (49) 277 (49) 228 (49) 179 (33) 146 (1S) 130 (12) 108 (10) 98 -(10) 88 
St, Jonn,_N sb. Class 100 Equalized Rate Chatham to Montreal 267 Plus Arbitrary Montreal to 
St. John 64 resulted in Class 100 Equalized Rate Chatham to St. John 331, 
Equalized 331 (50) 99 1-149) — = 232 (50) 182 (32) 150 (18) 132 (23) 109 (10) 99 (10) 89 
Present 404 (61) 343 (60) 283 (61) 222 (40) 182 (20) 162 (29) ico le) 121i (12) 109 
Halifax, N.S. Class 100 Equalized Rate Chatham to Montreal 267 Plus Arbitrary Montreal to 
Halifax 73 resulted in Class 100 Equalized Rate Chatham to Halifax 340. 
Equalized 340 -(51) 1 289: (51) 238 (51) 187 (34) 1932012) 136 (24) 412. (10) 102 (10) 92 
Present 415 (63) 352 (62) 290 (62) 228 (41) 187 (21) 166 (30) 136 (12) 124 (12) 112 


«x We have used Chatham as a representative point in Southwestern Ontario, The problem shown here, in connection with 
horizontal percentage increases, reflects in the same condition from all other origins in Southwestern Cntario, 
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The Bracketed figure is the difference between classes. Note how each has increased since Freight Rate Equalization 
on March 1, 1955, especially where long haul mileage is concerned. 
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tee naneaen 6 oF 8 Elder, dir 7298 
(Ferris ) 
1 
2 
3 
P EXHIBIT NO, 2A 
RECORD OF HORIZONTAL RAIL INCREASES 
5 


UNITED STATES 


6 he rate which was $1.00 on June 30, 1946 in the United States has been increased 
o $2.12 by means of the various horizontal increases listed below, By the same 
7 |token a $5.00 rate is now $10.61 revealing the greater burden to a long haul shipper 
the uniform percentage increase method, 


8 Date of report Effective date of I .C,C, docket Cumulative 
or order freight rate increases number increase 
une 20, 1946 July 1, 1946 Ex P, No. 148 6,5 
Ex P, No, 162 
December 5, 1946 January 1, 1947 Ex P, No, 148 17.6 
Ex P, No. 162 
11 joctober 6, 1947 October 13, 1947 Ex P. No. 166 28.1 
December 29, 1947 January 5, 1948 Ex P. No, 166 37.8 
12 April 13, 1948 May 6, 1948 Ex P. No, 166 42.8 
uly 27, 1948 August 21, 1948 Ex P. No, 166 44.2 
December 29, 1948 January 11, 1949 Ex P. No. 168 ale 
13 | ugust 2, 1949 september 1, 1949 Ex P. No. 168 57.3 
farch 12, 1951 ‘April 4, 1951 Ex PP, No.°175 61,1 
14 August 2, 1951 August 28, 1951 Ex P. No. 175 67,6 
IWpril 11, 1952 May 2, 1952 Ex P, No, 175 78,9 
15 arch 2. L906 March 7, 1956 Ex P, No, 196 88.8 
December 17, 1956 December 28, 1956 Ex P. No. 206 
february 4, 1957 February 23, 1957 Ex P. No, 206 98,2 
16 August 6, 1957 August 26, 1957 Ex P, No, 206 107.7 
fs eptember 9, 1958 September 15, 1958 Ex P. No, 212 i201 


H CANADA 


18 fhe rate which was $1.00 on April7, 1948 in Canada has been increased to $2, 42 
by means of the various horizontal increases listed below. By the same token a 

19 P5.00 rate is now $12.10 revealing the greater burden to a long haul shipper in the 
niform percentage increase method. 


20 I ife ctive’ Remarks 


BatsC. Specific Cumulative C.F.A. 
Date or der Increase Increase Tariff 
21 April 8/48 70425 21% 21% ce 
ct, 11/49 73123 8% 31% le 
ar.23/50 74034 16% 40% 72-A in lieu of previous 8% 
22 Ihune 16/50 74512 20% 45% 72-B in lieu of previous 16% 
July 26/51 76886 12% 62% 74 ; 
pe eb, 11/52 78146 17% 70% 74-A in lieu of previous 12% 
jan, - 1/53 80462 9% 85% 74-B in addition to 74-A 
94 Mar. 16/53 80965 7% 98% 74-C in addition to 74-A,74-B 
July 3/56 89030 7% 112% 83 interim increase of 7% 
an, 1/57 90447 11% 120% 83-A in lieu of previous 7% 
5 \Dec, 1/58 96300 17% 157% 84 
Aug, 1/59 98424 10% 142% 84-A in lieu of previous 17% 
26 |Note - We believe the difference in cumulative increases between the two countries 
amounting to 30% is probably due to two factors: 
27 (a) There are no Statutory Rates in the U.S.A, 
(b) Greater density throughout most of the U.SJA. 
28 hence a good.flow. of.traffic in'mest territories, 
29 
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AneUe, ETONEHOUEE & 66. L46. Elder, dir _ 7299 
TORONTO, ONTARIO (Ferris ) 


EXHIBIT NO, 3 


5 ISHOWING RESULT OF PROPOSAL TO PROVIDE TRANSPORTATION ECONOMIES 
FOR THE PROPER AND NATURAL INDUSTRIAL DEVELOPMENT OF SOUTH- 
6 |WESTERN ONTARIO, 


WESTBOUND 
7 RAIL RATES PROPOSAL 
Under proposal to adopt short line mileage through the United States by * Canadian 
8 Railway Subsidiaries to Western Canada destinations, rates from origins in South- 
wes‘ern Cntario would reduce as follows: ; 


9 TO WINNIPEG 
10 |From Canadian **Existing U.S.Short *kPr oposed 
Mileage Rate Line Mileage Rate 

11 Sarnia 1442 589 983 535 
Windsor 1448 os 988 935 
Harrow 1463 ‘ 1009 546 

12|Wallaceburg 1423 " 1013 546 
Leamington 1446 . 1026 557 

13 |Chatham 1400 " 1034 557. 
London 1336 oe 1042 557 
Dresden 1412 i 1046 557 

14 IRiagetown 1420 " 1054 568 
Forest 1417 ay 1056 568 

15 Courtright 1443 “ 1077 579 
t. Thomas 1343 i 1096 579 

16 [Hamilton 1266 " 1123 590 (S84) # 
T or onto 1231 i 1154 612 (589) # 

7 Montreal 1414 “ 1489 755 (589) # 


l= xplanation of Symbols 
18 * The following are authorized routings in C.F .A. Tariff No, 46-A from 
Windsor to Winnipeg. 
Route 625-CN-GT-Milwaukee-SooLine-Noyes, Minn, (Emerson, Man,) - CN 
19 Route 626-CN-GT-Chicago - SooLine-Duluth-DW&P - Fort Frances, Ont, - CN 
Route 627-CN-GT-Milwaukee-SooLine-Duluth-DW&P- Fort Frances, Ont, - CN 


21 |x The Bridge subsidy consideration (C.F .A. 76-C) is applied on the existing 
rates but not on the proposed rates. 


# Suggest A & B groups be retained when lower. 


23 |waTER RATES PROPOSAL 

We propose a related water basis to our westbound rail proposal above, with 
the provision, however, that the new water rates properly reflect the true 
economies of water, 
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ANGUS, STONEHOUSE & CO. LTD. Elder, dir 7300 
TORONTO, ONTARIO (Ferris ) 


EXHIBIT NO, 3A 


Example of how a rate is determined in Exhibit 3 on the mileage 


block basis 

CHATHAM TO WINNIPEG 
These were the blocks and rates per block approved by the Board of 
Transport Commissioners for Equalization of Class Rates effective 


March 1, 1955 


Distance in Mileage in Number of Rate Increase Per Block 


Miles Each Block Blocks (cents per 100 Ibs.) _ 
Minimum 20 - 1 50 
20-60 5 8 5 
60-100 10 4 +) 
100-200 25 4 10 
200-1500 25 52 9 
1500-2000 50 10 18 
2000-2600 50 12 16 
2600-3300 50 14 14 


Mileage block rates are determined by using this scale and then 
are increased by Increase Tariffs C,F.A, 83-A andC,F.A, 84-A, 


Illustration: 
Short line mileage Chatham to Winnipeg 1034 miles. 
Applying the scale: 


Miles Cents per 100 Ibs. 
0-20 50 
20-60 (5x8) 40 
60-100 (4x5) 20 
100-200 (4x10) 40 
200-988 (1000)(34x9) 306 
456 


Increased by C.F.A, 83-A 506 
Increased by C.F.A,. 84-A = 557 
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ANGUS, STONEHOUSE & CO. LTD. Elder, dir 7301 
TORONTO, ONTARIO (Ferris ) 


EXHIBIT NO, 4 


SHOWING RESULT OF PROPOSALS TO PROVIDE TRANS- 
PORTATION ECONOMIES FOR THE PROPER AND NATURAL INDUSTRIAL 
DEVELOPMENT OF SOUTHWESTERN ONTARIO 


EASTBOUND 


RAIL RATES 


The present class rates from Windsor, Toronto and Montreal to Moncton, 
St. John and Halifax are listed below: 


TO MONCTON AND ST, JOHN 

From Classes 100 85 | 70 65 45 40 
Windsor 426 862. 298 234: 19k ait 
Toronto 327 277 229) 179. 147 Toh 


Montreal . 244 208 171 134 109 97 


TC HALIFAX 


From Classes 100 85 70 55 45 40 


Oe OS ee 


Windsor 437 371 306 240 29% 175 
Toronto 330., 287 237 186 9158 135 
Montreal 255 217 178 141 114 102 


RAIL RATES PROPOSAS, 


* The city of Toronto was designated as na gia ie for the 
computation of all-rail class rates from groups A & B to Western 
Canada. Under Proposal to establish large group equalized rates 
eastbound in lieu of existing distance rates, we would recommend 
the westbound principle be the basis for eastbound rates 
viz: all points in large group 
Windsor - Montreal to be 
assessed. Toronto rates, 


WATER RATES 


Presently eastbound water rates reflect the cost of operating distance viz: 
Windsor to Montreal is higher than Toronto to Montreal, etc. 


WATER RATES PROPOSAL 


Eastbound water rates should also be on a Toronto equalized 
basis, but naturally should reflect in a proper differential 
below the rail equalized rates, to reflect the true economy 
of water, 
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ANGUS, STONEHOUSE & CO. LTD. Elder, dir 7302 
TORONTO, ONTARIO (Ferris ) 


EXHIBIT NO, 5 


SHOWING MANUFACTURING ECONOMY OF SOUTHWESTERN ONTARIO 


Plants Employees Payrolls Materials SVFS 
Elgin 105 3,579 $ 11,412,000 $ 41,999,000 $ 62,232,000 


Middlesex 410 19,893 $ 69,635,000 §$ 165,206,000 $ 319,871,000 
Essex 490 35,037 $ 142,074,000 $ 346,942,000 $ 642, 887, 000 
Kent 201 7,003 $ 24,923,000 $ 94,436,000 $ 140, 096, 000 


Lambton 139 9,243 $ 43,170,000 §$ 238,522, 000 $ 43,032,000 


Total 1345 74,755 $ 291,214,000 $ 886,105,000 §$ 1, 208,118,000 


Statistics 1957 


SVFS - Selling Value of Factory Shipments 
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. iG Showing Class 100 Rates 
ees wa) EASTBOUND from Ontario 


eet f communities to Halifax, Nova 
Va Scotia, 


(Rates based on distance) 
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area enjoy the same rates to Western 
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~ ANGUS, STONEHOUSE & CO. LTD. Elder, dir 7305 
TORONTO, ONTARIO (Ferris ) 


KELLOGG COMPANY OF CANADA LIMITED 


London, Ontario, 
March 2, 1960 


Mr. F. W. Anderson, Secretary, 
Royal Commission on Transportation, 
Peo, pox L173; 

Ottawa, Ontario. 

Dear Sin: | 

Several local firms in London are planning 
to lend support to the submission aeree et oreuted on 
pehalf of Southwestern Ontario. .. This submission is 
already prepared, and it ed our belief that the prin- 
ciples therein contained ig just, and our action as 
individual companies in the City of London is to lend 
our support to it. ‘The writer would be pleased to hear 
from you, concerning the form in which our "support" 
might be acceptable for presentation when the Commission 
meets in Ottawa. 

We note that in ecdudetrdica nde & some fifteen 
copies of the brief are required, but since we realize 
that . number of Chambers of Commerce and Cities will 
be séldind this brief, we are wondering if we could lend 
eur’ Ampyart in the form of a letter to be pebtoaien at 
the Néasiing,)"or what form of presentation you can ad- 
vise will be necessary or acceptable. 

Yours very truly, 

KELLOGG COMPANY OF CANADA LIMITED 
"J. N. Roulston" 


Traffic Manager 


a > » 

ye ate 8 

Ww 
~ er FP 

> ~ - 
ee a : 
yee nas 
ru: Nee 

a Ae 7 »' 
, ._ < ae . 
= 4 aes 

- 

a 3 Pa, ae * 
I 
= a 

ele 


ie 2 
: ray ee ‘ae 
Ae alas ig Wal is As nt ; 

uhc Phu i Aue : 


gatoneta STs. ah 
no bednonsrg ‘aah 


bel ot at nobel to ito exit at "eetnagnos eubtvbbet 
TS91 OF bewaetg ed biwew radtaw on? ot of drogque ato 


" sapqque” qo dotdw mtr hat ons galersonoo ae neni te a 
folgetmmod ssid aorw noldetnegong 10% eldstqesos od. Sag tas, hi o 
| aw8230 At asson | Is | 
neettt? emos sooustant enoa at dadt esoa sw ect le 
osileer ew conte dud .deutuper ove olud ett to getgoo | i 
ifiw esitio bas soremmo> to axedmedd ‘to rednun a 38d? {gg 
bret Binoo ow It gnivebiow sis ew ,‘tetad atid, gatbiies 8 |e 
Je betneserg ed ot settel 5 Io. mio odd mt drogquE iO & 
-~66 NBO voy notdsdncaeng TO mrot tanw “to antrsed ond ge 
.Sidatqeoos 10 yrseseoen od Li bw salty ag 
«Qiorsd YXev amvoy | . Leg 
CuTIMLa AGAWAD GO YMAGMOD Hae as 
"Kode luon «vw .t" is 


<ensnam oftter? 


ANGUS, STONEHOUSE & CO. LTD. Elder, dir 7306 
TORONTO, ONTARIO (Ferris ) ’ 


CITY OF WINDSOR 
. | Office of The Clerk 
City Hall, 


Windsor, Ontario, ° 
Mareh 1, 1960 


Mr. F. W. Anderson, 

Secretary & Director of Research, 

Royal Commission on Transportation, 

PyO.a Box 217351 Daly Building, 

Ottawa, Ontario. 

Dear Sir: 

The following resolution was adopted by 

Council at its meeting held on February 29, 1960: 
wee That the uelet prepared by the Windsor 
Chamber of Commerce for submission to the 
Royal peat erd on on Transportation, repre- 
sending the views of 30 member ppeseieaciods 
in the Southwestern Ontario Conference of 
Chambers of Commerce and Boards of Trade, 
proposing freight rate relief for Southwestern 
Ontario, be endorsed; and further, that the 
City Clerk be instructed to advise the Secretary, 
Royal Commission on Mean coneeeion accordingly. 
(TIOA=1 \" 

Yours very truly, 


"J. B. Adamac" 


City Clerk 
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CITY OF LONDON 


Office “or the City Clerk, 
City Hall, 

London, Ontario, 

January 27, 1960 


AW s Anderson, Eq... 

Secretary & Director of Research, 
Royal Commission on Transportation, 
CeO pox fil) oy Daly oulLlaing, 
Ottawa, Ontario. 

Dear Mr. Anderson: 

I hereby certify that the Municipal Council 
at its session on January 18, 1960, passed the following 
motion, namely: 

"That the brief prepared by the 
Conference of Southwestern Ontario Chambers 
of Commerce and Boards of Trade proposing 
freight rate relief for Southwestern Ontario, 
be endorsed and supported in accordance with 
the recommendation of the London Chamber of 
Commerce; and that copies of this resolution 
be forwarded to the Royal Commission on 
Transportation and to the Secretary of the 
Conference of specheeseane Ontario Chambers 
of Commerce and Boards of _rade." 

Yours very truly, 


"R. H. Cooper" 


City Clerk. 
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CITY OF SARNIA 

Office of City Clerk, 
Sarnia, Ontario, 
December 24, 1959 

Mr. F,. W. Anderson, 

Secretary & Director of Research, 

Royal Commission on Transportation, 

P.O, ooxeli7s, paly Buliding, 

Ottawa, Ontario. . 

“ Dear’ sir: 

Sarnia City Council has studied the brief to 
submitted to the Royal Commission on Transportation 
proposing a” freight rate’ relier for southwestern Ontario, 
as prepared by the freight traffic committee of the 
Conference of Southwestern Ontario Chambers of Commerce 
and Boards of Trade, 


At the meeting of City Council held on Decem- 


ber 21,1959, the following resolution was unanimously 


adopted: 
"That the Freight Rate Brief prepared by 
the Committee of the Southwestern Ontario Confer- 
ence of Chambers of Commerce and Boards of Trade 
for presentation to the Royal Commission on 


Transportation be endorsed." 


This matter is considered to be of utmost im- 
portance to the Southwestern Area of the Province in- 
cluding our own municipality. Your study and support to 
the submission is respectfully urged. 

Yours very sincerely, 
"G. A. M. Thomas" 


City Clerk 
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CORPORATION OF THE TOWN OF DRESDEN 


Municipal Offices, 
Dresden, Ontario, 
December 21st, 1959 
Mr. F. W. Anderson, 
Secretary and Director of Research, 
Royal Commission on Transportation, 
P.O. Box 1173, Daly Building, 
Ottawa, Ontario. . 
Dear’ Sir: 
With reference to Conference of Southwestern 
Ontario Chambers of Commerce and Boards of Trade 
resolution under date of November 9, 1959 stating in 
part re: That rapidly increasing railway transportation 
costs in Canada and their method of application by been 
of percentage increases across the board, have presented 
serious problems to Industry and commerce particularly 
in Southwestern pivlienes that these ditferentials have 
been principally responsible for the enormous industrial 
growth in central Ontario at the expense of Southwestern 
Ontario. 
At a regular meeting of Municipal Council held 
December 15th, 1959 a motion was passed whereas the 
Municipal Council of the Town of Dresden endorses the 
resolution of the Conference of Southwestern Ontario 
Chambers of Commerce and Board of Trade. 
Yours very truly, 


"J. L. Babcock” 


Clerk-Treasurer 
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GREATER WINDSOR INDUSTRIAL COMMISSION 


Windsor, Ontario, 
December 10, 1959 


Mr. F. W. Anderson, Secretary, 
Royal Commission on Transportation, 
Daly Building, 

PO. Box, Py; 

Ottawa, Ontario 


Dear Mr. Andersons 


Representatives of the City of Windsor will 
be acting as spokesmen during the presentation of the 
brief from the 30 Chambers of Commerce comprising the 
Southwestern Ontario Conference. 

It would therefore be appreciated if you 
place our name on the records so that we receive any 
mailings of the Royal Commission both prior to this 
letter and in the future. 

Yours vruly; 
"Murray A. Elder 
See retary 


Windsor Freight Traffic Committee 
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CITY OF CHATHAM 


Chatham, Ontario, 
November 25, 1959 


Mr. F. W. Anderson, 

Secretary & Director of Research, 
Royal Commission on Transportation, 
Pros Ox YL PT 3, Daly Butlding, 
Ottawa, Ontario. 

Dear Mr. Anderson: 

Please be advised that at the last regular 
meeting of the Chatham City Council held on November 23rd 
1959, the enclosed copy of a submission to The Royal Com- 
mission on Transportation proposing freight rate relief 
for Southwestern Ontario, was fully considered. 

As a result, the following motion was passed: 

MT hat the Chatham City Council supports the brief 
that is to be presented to the Royal Commission 
on Transportation proposing freight rate relief 
for Southwestern Ontario by the Southwestern 
Ontario Chambers of Commerce and Boards of 
Trade and that a copy of the endorsation be 
forwarded to the Royal Commission." 

Yours truly, 


"Pe Me So Kingston" 


City Manager-Engineer 
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TOWN OF WALLACEBURG 


Wallaceburg, Ontario, 
November 18th, 1959 


Beer Anderson, 
Secretary & Director of Research, 
Royal Commission on Transportation, 
P.O. Box 1173 Daly Building, 
Ottawa, Ontario, 
Dear oirs 
Our Council have unanimously approved the 
contents of the brief prepared by the Conference of 
Southwestern Ontario, Chamber of Commerce and Boards 
of Trade concerning railway transportation freight 
differentials in Southwestern Ontario. Our paneer 
is as follows: 
"Our Council support all municipal 
governments in Southwestern ere in 
their submission to the Royal Ae on 
Transportation proposing freight rate 
relief for Southwestern Ontario," 
Thank you, 
Yours very truly, 


"Ww. E. Jones” 


Clerk-Treasurer 
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MR. FERRIS: Mr. Chairman, I have some ques- 
tions by way of examination in chief. 

THE CHAIRMAN: Go ahead. 

MR. FERRIS: Q-UrMrenEidér /micdirescttyour 
attention to paragraph 5. In this paragraph, Mr, Elder, 
you state that the "freight rate picture in Southwestern 
Ontario has been steadily working more of a hardship 
with each horizontal percentage rate increase." 

Why would a horizontal rate increase of this 
kind be any more of a hardship to Southwestern Ontario 
than any other part of the country? 

A. Because, generally speaking, due to our 
geographical location, we pay the highest rates to 
eastern markets, therefore with each percentage rate 
increase our disadvantage becomes more chronic. 

Q. Mr. Elder, in view of your previous answer 
do you find any fault with this principle of rate making? 

A. No, providing this principle applies in 
both directions and to all movements. 

Q. Mr. Elder, if you are content with the 
eastbound rate making principle, what are your feelings 
concerning westbound rates? 

A. We would prefer to have mileage rates 
westbound. 

Q. | Suppose, then, the present westbound 
rate making principle was changed to a mileage basis, 
would this be an advantage for Southwestern Ontario? 


A. Yes, providing we were permitted to use 
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short-line mileage through the United States. We 
would then have a freight rate advantage westbound to 
offset our freight rate disadvantage eastbound, 

| Q. Do you know of any existing rail rates 
which permitted routing through the United States to- 
Western Canada? 

A. Yes, there are numerous commodity rates. 

Q. I direct your attention to rates under 
the bridge subsidy. Are these rates affected by the 
bridge subsidy? 

hs No, they are not. 

Q. Mr. Elder,do rail class rates poet ae 
United States routing to Western Canada? 

A. Yes, but the bridge subsidy does not apply). 

Q. Would the non-application of the bridge 
subsidy change your opinion favouring your proposal for 
short-line mileage operation through the United States 
to Western Canada? 

AS No, it wouldn't. I believe Exhibit 3 
shows that despite the bridge subsidy, U.S. mileage 
provides us with lower rates under the equalized class 
rates scale to Western Canada destinations. 

Q. Does the existing rail class rate basis 
from Ontario to Western Canada apply in reverse? For 
example, the Chatham-Winnipeg rate would be the same in 
reverse? 

A. Yes, that is correct. 

Q. Do rail rates between maritime origins 


and western Canada points reflect mileage; that is, there 
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is no large equalized block in existence? 

A. yes, they do reflect distance. There is 
no large equalized block comparable to A and B grouping 
in the maritimes. 

Q. Can you tell me this, Mr. Elder? Do 
any western Canada shippers have a rail rate advantage in 
shipping westbound? 

A. yes. Winnipeg-Vancouver would have an 
advantage over Windsor-Vancouver due to their location. 

Q. Would London, Ontario, be in the same 
position as Windsor in competing with the eastern markets? 

A. Yes, London would be comparable in that. 
The rates would be based on mileage and they would be 
getting the benefit of their geographic location, 

Q. Mr. Elder, would the adoption of rail and wa- 
ter rates relected in mileage operated, which you have 
referred to on several occasions in your brief, tend to 
remove your objection to the horizontal percentage in- 
crease system? 

A. No, it would not. The horizontal per- 
centage increase system applied to this type of rate would 
not preserve distant markets. Rather, a reduced per- 
centage rate increase for the long haul would preserve 
these markets for a longer period of time for industry. 

Q. I direct your attention to paragraph 15 
or your’ brief,” Mr.” Elder. This paragraph seems to me 
a suggestion in aGhheetion with the method of applying 
horizontal percentage increases. Would you care to 


comment on this? 
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A. As we have said in that paragraph, we 
have noted that the Interstate Commerce Commigsion in 
the United States have, in some cases, approved lower 
increases for certain territories to preserve trade; 
for example, Ex Parte 168 (272 I.C.C. 695) December, 
1948, 6 per cent in eastern and southern territories, 

5 per cent in western territories and 4 per cent in 
others. This would seem to be a reasonable solution 
to the problem of protecting distant markets. 

Q. Did this system actually preserve distant 
markets for industry? 

A. We have no specific information on this, 
but we do feel it would help considerably in preserving 
these distant markets for industry for a longer period 
of time. 

Q. Can you tell me this: is\there some 
specific problem for Southwestern Ontario which results 
from the application of horizontal percentage increases? 

A. Southwestern Ontario's competitive posi- 
tion is steadily deteriorating due to the horizontal 
percentage increase system. With each increase our 
position becomes worse, and there are no compensating 
benefits for western movements. 

Q. I direct your attention to paragraph 8. 
Is this what you are referring to in this paragraph 8 
when you state that your area offers no rail rate 
advantage for location? 

Ase aYeuyed tes. Our shipping costs to the 


east are generally the highest in central Canada. 
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~ ANGUS, STONEHOUSE & CO. LTD. Elder, dir 13a) 
TORONTO. ONTARIO 
(Ferris ) 


Shipping costs to the west, as I have mentioned, are 

in A and B groupings, and therefore we should participate 
in equal rates to the west. As you can readily see, 
there is little attraction to industry to locate in 
Southwestern Ontario, all other factors being equal. 

Q. May I direct your attention to Exhibit 3 
and again Exhibit 4? ‘Now, I note under existing 
eastbound and westbound freight rate patterns, as shown 
in both of these exhibits, A and B groupings have the 
lowest rates to the maritimes and rates equal with 
most other origins in the A and B groupings when shipping 
westbound. It would seem logical under such a desirabl 
set-up for Montreal to attract most of the new industry 
locating in the A and B territory, which, as you know, 
covers Windsor through to Montreal? 

A. I don't think there is any doubt about 
it, that Montreal and Toronto have attracted the lion's 
share of new industry. 

Q. You mentioned that Toronto has attracted 
its fair share of new industry. If the Toronto area 
can accomplish this, despite Montreal's more attractive 
freight rate pattern, why can't Southwestern Ontario 
in the same way attract industry? | 

A. I don't think there is any doubt about it, 
that the greatest transportation cost advantage exists 
in the Montreal location, especially under the present 
rate-making principles, and especially if the industry 
concerned Aas a large maritime market. Toronto, how- 


ever, has a great many advantages in central and 
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ANGUS, STONEHOUSE & CO. LTD. Elder, dir 7318 
TORONTO. ONTARIO (Ferris) 

Southwestern Ontario due to industrialization and the 

market. 

Q. Is it not possible, Mr. Elder, that when 
industries locate around Toronto they are actually lo- 
cating in the immediate area of their major market? 

A. Yes, that is quite possible. | We feel 
that eae ee Ontario will never fully develop unless | 
we derive some benefit from our geographic location. 

The desire should be to develop all sections of the 
country equally in the interests of our national 
economy . We feel that probably mileage rates accom- 
plish this. 

Q. Mr, Elder, can you tell me why, in the 
first place, the A and B railway groupings were estab- 
lished? 

As This principle was adopted to compete 
with water competition. 

Q. Did not the water competition also prevail 
eastbound? 

A. No, not to the same extent. The large 
freighters could not travel the complete system due to 
the rapids on the St. Lawrence river. 

Q. We have a great new project in Canada, 
the St. Lawrence Seaway. Would this have any effect 
on the subject matter? 

A. Now that the freighters will be able to 
travel the complete system, we believe there should be 
some effect. 


= Do you also believe there will be a change 
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ANGUS, STONEHOUSE & CO. LTD. Elder, dir 7319 


TORONTO, ONTARIO 


J (Ferris ) 


of any kind? 

A. Because competition will be equal both 
east and west, we believe that the principle of rate 
making should apply equally. 

Q. Following this, what principle of rate. 
making do you have in mind? 

A. wetwoula prefer a system that would give 
us the benefit of our geographic location. 

Q. Now; may I direct your attention to para- 
graph 18 and again to 22? I understand in both in- 
stances you are asking for short-line mileage operation 
through the United States to western Canada, and it 
states that routing should be restricted to Canadian 
railway subsidiaries. In actual practice, is this 
possible? 

.. yes, it is, and I believe we can sub- 
stantiate this by referring to Exhibit 3, to give us the 
routings. 

Q. Has this practice ever been adopted, Mr. 
Elder? 

A. At one time the transcontinental passenger 
trains travelled on the U.S. route. But interesting als 
is the fact that in the U.S. freight rate equalization 
proceedings conducted by the Interstate Commerce Commis- 
sion they permitted the application of short-line mileage 
operation of the Wabash Railway through Ontario. 

Q. Any other advantage? 

A. I believe the C.P.R. is allowed to operate 


through the State of Maine to the maritimes. 
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Elder, dir 7320 
(Ferris ) 


ANGUS, STONEHOUSE & CO. LTD. 
Would you be content if the adoption of 


Q- 
U.S. short-line mileage and equalized Canadian scale 


rates for this mileage was granted to Southwestern 
Ontario, using the all-Canadian route? 
A. This would be entirely acceptable. 
May I direct your attention to Exhibits 


Q. 
in both of these exhibits you are 
In this regard, 


Now, 


3 and 42 
speaking of the true economy of water. 
what do you have in mind? 

A. We believe that water rates are too 
closely related to rail rates. We also believe that the 
water rates should reflect mileage operated and reflect 

Let me 
class 


in a greater differential below rail rates. 
Windsor to the lakehead, 


14 
give you an example. 
100, is given a 10-cent per 100 pounds advantage over 


Toronto and Montreal, yet Toronto has a 77-cent advantage 


18 over Windsor to Montreal for the same class. 
19 . Q. Do your rail rate proposals deal with 
class rated traffic? 


20 
A. yes: 
And do these rates move a larger percen- 


21 
Q. 

tage of the total traffic? 

No, they move a smaller percentage. 


23 
A. 
Why are you asking for relief on the 


24 
25 Q. 
class rated traffic? 
Because, generally speaking, commodity 


26 
A. 
rates are related to the class rates. 
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ANGUS, STONEHOUSE & CO. LTD. Elder, dir 7321 
TORONTO. ONTARIO 
(Ferris ) 


Q. Would you care to indicate which of the 
two proposals you are asking for involving eastbound 
and westbound rates you prefer -- that is, rates 
reflecting mileage or distance,as proposed? 

A. We hope to gain something from the 
geographic location which, reflecting mileage, would 
seem to be the fairest method of accomplishing this. 
From Aa seauecbaue the large A and B grouping prin- 
ciple made effective eastbound would be acceptable. 
This would tend to remove the discrimination against 
Southwestern Ontario on western movement. 

Q. I take it the adoption of either proposal 
would be entirely acceptable to you? 

A. yes, the adoption of either principle 
would eliminate the discrimination which presently 
. exists. We would then have a transportation status 
equal to that of the rest of the country which would 
enable us to attract and retain industry; that is, give 


us a basis that recognizes our geographical location. 


‘CROSS-EXAMINATION BY MR. CUMMING: 

Q. Mr. Elder, you speak in paragraphs 5 and 
6 of your brief of the question of horizontal percentage 
increases, which has been much agitated before this 
Commission: can you give the Commission some idea of the 
extent to which the shippers in your area in South- 
western Ontario have borne the impact of the series of 
percentage increases that we have seen since the war? 


A. No, we can't. 


ws a 


J 
Gl 


img estar .&b tadd -- rs )9o1q@ voy wagtsd acodtwow B 


+ 
¢heaoqerd Ak .vonstaib 19 endetin gatsantin 


* 


odd moth aritndenoe oiss of oqod ew. .A i? a 


biuow: .seeolinm watsgoalte: .coldaw motdsood olrigaigo9g i 


C 
Fae abad & sidetigmooss 10 Dodjtem tesute? oe ed ot meen 


We og ant quory & has A sgral edt tatoghbnsiea wo more | 


x .efdsiqeoss od biluow brvodtess evitostte ebsam sigko | 
ta ' ; ; 
a eee ee ol + wee ry PD ed =f ac Sn aee . - ‘ ’ | | , WN 
Seankeas coltsaimitioerld sats svomer of baes biluow alfdT | 
Lo i ; 
. : vy { 
(IISvVoM oLalveew aq oleswno mretsewAIveg. 7 
} 5 
L-: . a rs * \ ? M 
a [sa0go va vf fy, & ba! ‘i t ios OG Sn et ; A 5 BJ BY é #) 
} 
E ‘soy of elassqsoos yleuléns od bivuow © 
iN } 
. ' 
we i yflormitg be th bd 3 3 Glas 5 pe] ist qo - ie 
ay 
5 ~ . .- 
, Vitieaan¢ baw siitmlvoehdS ed? evsentmils. biyow 


1 : > Pe Pe eae We eer or ares ad yal pel i ye | vag Vist 
ip 7 9 avFate MoOaw B Mf TOUS BY : pon 2 Y sii nods ep OW 2 e esvalxs aoe 


g ; is ae ae tr) ep aan oe” et ee. Erg oi al ok - ewe m vt 
binow Moe CTW a MOD On a. tesr ond to Jans o2 Lsups 


A 


ha we ae a ‘ 5 ee ou ed a. ie ed a I es aa . | 
SVisS ei GSAd Vivavubal wister bas tosatés oF ay eldsns 


—MOLtso0L fpolkdgesisoeR avo eesingooey ged? steed 2 ey 


/ 
SDWINMUO JAM YE WOITA moeeeree 1~B2079. 
| bis ¢ engetgetad ak As¢en voy .t9eblE . <M , 
Vey 


my) iy “tr 6 r ‘ tiv - Pew af Fe ‘> 2 oF oy an ar = “% . | aj 
esr aso: LP Beer HosSLlick LO Heise aD ant 1G isisd THOY ‘to o 


elias stoted hatetigas dou need eet io Lelw veeasoronl 
% Di Me os ; i | : | ; 
‘ge to ASHI smoe molaatnmod sft evig voy mgo :motestmmod 


_e hi - 
~ijvodg ii bors toy alt aneggtda sd3d dotiaw ot anedxe 
Beirse ef3 to sonqml ond  Sirrod over. otzasno rxosaew 

' ot ; co 


Li 


sfitea nese evan ow 


oe 


Li 


ae 
(cal ieee 


ANGUS, STONEHOUSE & CO. r x i 
TORONTO. ONTARIO en Elder, cr-€x T3222 
(Cumming ) 


Q. I take it that you have not borne the 
full impact of them? 

A. No, 

Qe And that would be because of the availa- 
bility of other competitive modes of transportation? 

A. Yes. 

Q. And that serves to hold down the burden 
of those percentage increases? 

A. Yes. 

Q. You speak of your competitive disadvantage 
is that vis-a-vis other areas of central Canada? 

A. Yes, it is. 

Q. That is what you had in mind when you say 
Ontario suffers some competitive disadvantage? 

A. Yes. 

Q. I: suppose there are other areas over which 
you have a competitive advantage -- other parts of 
Canada, in the west or the maritimes? 

A. No, there is not. That is precisely what 
we are complaining about before this Commission. 

Q. When you say that you have no competitive 
advantage, you mean in your access to those markets, or 
do you mean that you have no competitive advantage over 
western Canada or the maritimes in your access to the 
markets of central Canada? 

A. We are talking about the markets outside 
of central Canada. That is, we pay the highest rates 
to the maritimes in central Canada. We pay an equal 


rate to the markets in western Canada from central Canada 
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* ANGUS, STONEHOUSE & CO. LTD. Elder, cr-ex 7323 
TORONTO. ONTARIO (corastaalittnge 
Q. So, your disadvantage is in relaticn to 
your access to markets entirely outside of central 
Canada? 

A. Y@s™, 

Q. Do you consider that the maintenance of 
the Crow's Nest level of rates has been a factor in im- 
posing a burden on the shippers in Southwestern Ontario? 

A. Yes, we do. 

Q. And you feel you have suffered from that 
even despite the competitive transportation that is 
available to you? 

A. Yes’. 

Q. With reference to the A and B territories, 
is it the suggestion of your organization that that 
grouping should be abolished? 

A. Not necessarily. 

Q. Well, now, is that consistent with your 
expressed preference for a mileage scale? 

A. We believe that the precedent for rates 
based on geographical location and mileage was establishe 
on March lst, 1955, when communities within the A and B 
grouping, with a shorter mileage to the west, were 
permitted the benefit of their geographical location by 
lower rates, and we have shown that in our Exnibit No. 7. 
For instance, Peterborough, Gravenhurst, North Bay, 
Pembroke -- communities within that general area. 

Q. You are under no disadvantage vis-a-vis 
Toronto on your shipments to the west, are you? 


A. Costwise? 
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ANGUS, STONEHOUSE & CO. LTD. Elder, er-ex 7324 


TORONTO, ONTARIO 


(Cumming ) 
Q. Yes. 
A. No. 


Q. You have the same rate? 

A. That fiz right, going west. 

Q. So, you are really compensated because 
your movements travel over a greater mileage? 

A. yes; there is a time factor in there, 
though, and that is only on western shipments. 

Q. In your brief, dealing with the matter of 
the solution to this horizontal percentage increase pro- 
blem, you have told us that you suggest that there be a 
decrease in wrcentages as the distance grows. Had you 
considered any other possible solutions to the horizontal 
percentage increase problem? 

A. No, we haven't, 

Q. This is the only one you have thought of? 

A. Yes. 

Q. Do you not anticipate that there may be 
some difficulty in connection with this parauuen in that 
it will entail higher increases than would otherwise 
wae in short-haul movements? 

A. We believe the increase in the ieee haul 
will always be greater, and, therefore, it is our first 
concern. 

Q. You do not think there is any danger that 
this solution may be self-defeating? 

A. No. 

Q. Just as a matter of interest, what is the 


preaking point between a short haul and a long haul? Is 
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ANGUS, STONEHOUSE & CO. LTD. Elder, er-ex 7325 
TORCNTO,. ONTARIO 
(Cumming ) 


ng 
i 


that a question that permits of an answer? 

A. Anything over one thousand miles we would 
say, generally speaking is considered a distant market. 

Q. I would ask you to turn for a moment to 
Exhibit 3, if you would, Mr. Elder, in which you set out 
the proposed rates that would come about if you were to 
be granted the short mileage basis for your westbound 
shipments. Is this proposal of yours possible in the 
light of the long haul/short haul provisions of The 
Railway Act, or would that have to be amended? 

MR, FRAWLEY: That doesn't bother the railways 
very muchi. 

MR, SINCLAIR: Oh, yes, it does; we comply witt 
the law. 

MR, CUMMING: Q. Having in mind we are 
dealing here with class rates? 

THE CHAIRMAN: Well, that might be a question 
of law. 

THE WITNESS: We haven't looked into that and 
are not qualified, really, to speak on it. 


MR, CUMMING: Q. iam advised that if, for 


lished, that the rates similar to the Sarnia rate would 
apply all the way around to Parry Sound because of the 
provisions of this long haul/short haul clause. Did 
you have that in mind at all when you were making this 
suggestion? 

A. No. 


Q. Can you tell the Commission on this 


instance, the rate scale that you propose here were estab- 
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“ ANGUS, STONEHOUSE & CO. LTD. Elder, cr-ex 7326 
TORONTO, ONTARIO 
(Cumming ) 


question of the short mileage proposal, the background 
of the reasons why the short mileage has not been avail- 
able or has-not been used as a basis of your westbound 
rates? 

A. I believe this is the first time we have 
come right out and requested that we be given the benefit 
of our geographical location, and this request nas been 
brought about due to the steadily worsening situation 
that is facing us in Southwestern Ontario, Our costs 
are increasing going east, and remaining equal with other 
large eererucass to the east on the western hauls. We 
are by far the closest to Western Canada within central 
Canada, and we are by far the furthest away from the 
east, and we are merely asking for a geographic advantage 
and we can best achieve this. through the application of 
short-line mileage. 

Q. You hadn't sought it at any time prior 
to this -- you hadn't sought this short-line mileage rate 

A. We mentioned this as an alternative. in 
our equalization submission, 

Qo I see, and you have continued to advocate 
it since that time, I take it? 

A. Yes. | 

Q. I notice, dealing with the alternative 
proposal that you make, which is set out in Exhibit 4, 
that there would be a substantial reduction on the rates 
from Windsor to the east but there would be entailed, 
presumably, an increase in the rates from Montreal to 


Halifax; that is, they would both go to the Toronto level 
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“ ANGUS, STONEHOUSE & CO. LTD. Elder, cr-ex 7327 
TORONTO, ONTARIO ( Cumming ) 


on the basis of the application of the territorial 
grouping? 
A. This also happened when the westbound 


principle came into being. 
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owe Elder, cr-ex 7328 
| (Cumming ) 
Q. I see. It may he facetious to ask how 
acceptable you think this proposal would be in Montreal. 
A. I would imagine it would be just about as 
acceptable as the present basis is to shippers in 
Southwestern Ontario. 
Q. It is for that reason you say the prefer- 
able system is a straight mileage basis? 
A. Right. 
Q. Just one or two more points, Mr. Elder. 
In paragraph 22 you say, dealing with the straight line 
mileage question: 
"We would naturally expect this principle 
to carry rail routing restrictions limiting U.S. 
operation to Canadian railroad subsidiaries for 
all or as much of the haul as possible." 
Would you just explain to the Commission what re- 
strictions you have in mind, how they operate? 
ie This is merely a suggestbn. We were 
under the impression from our own feelings, from 
discussions of this, that shippers in southwestern 
Ontario in particular would be entirely agreeable to 
the routings through the United States if that was the 
answer, of all subsidiary companies of Canadian railways. 
We have given the routings in our Exhibit 3. 
Q. As you said to Mr. Ferris, these are 
practical routes that would be available? 
A. Yea. 
a. Going over to paragraph 28, and what you 


say about water rates, is it the view of your organizatio 
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~ ANGUS, STONEHOUSE & CO. LTD. Elder, cr-ex 7329 
TORONTO, ONTARIO 
(Cumming ) 


that the water rates should move up and down in a fixed 
relationship to rail rates, or should they be on some 
other basis entirely? 

A. No, they should not aye up and down with 
rail rates. We believe they have been too closely re- 
lated for too many years. 

Q. Does your Association take the view that 
water rates should be on a cost of service basis? 

A. We believe they should reflect the true 
economy of water. 

Qe On a cost basis? 

rs On a mileage basis. 

Q. Are you suggesting that there be a general 
review of the existing water rate structure? 

A. That would seem to be in order now that th 
Great Lakes-St. Lawrence Seaway is in operation, 

Q. Just one last point. I take it that 
tiheas proposals that you have, the straight line mileage 
basis, or as an alternative the grouping of eastbound 
movements, are put forward as alternatives. You are 
not suggesting to the Commission that it recommend that 
both be adopted? 

A. That is right -- one or the other would be 
entirely acceptable to Southwestern Ontario. 

MR, CUMMING: Thank you, 

THE CHAIRMAN: We will have five minutes' 


recess. 


---Short recess. 
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= ANGUS, STONEHOUSE & CO. LTD. Elder, cr-ex 7330 
— 3 TORONTO, ONTARIO (Hume ) 
1 
THE CHAIRMAN: Mr. Hume? 
2 


3 CROSS-EXAMINATION BY MR, HUME: 
4 Q. I represent the Canadian Trucking 
5 | Association and I just have one or two questions for 


6 you, Mr. Elder. I do not need notes for them, and 


7 you will not need your brief. 

8 As a result of your comments to Mr. Cumming 

9 and the reflection in your brief as to the geographic 

10 advantages or disadvantages in which you find yourselves, 


may I, because of the interest of the Commission in 


12 this matter, ask you this: I am informed that Windsor 
13 is a sort of gateway for a substantial highway movement 
14 of freight into western Canadian points as far as 
1S Vancouver, a distance of over two thousand miles -- is 
ae that correct? 
17 
A. That is correct. 
ie Q. And you in Windsor have services of a 
- number of motor vehicle highway carriers who operate 
a from Windsor and southwestern Ontario into western 
yA 
Canadian points? 
22 
A. That is rignv. 
Zs 
Q. Has this been an advantage to you in 
24 
Windsor with respect to the matter generally of freight 
25 
rates? 
26 
A. Yes, it has. 
27 saad 
Q. For example, perhaps I could put this to 
28 
you. In the matter of moving automobiles from your 
29 ! 
city, has the advent of the movement of these automo- 


30 


biles by highway carrier produced competitive rates -- 
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ANGUS, STONEHOUSE & CO. LTD. Elder, cr~-ex v fit OE 
TORONTO. ONTARIO (Hume ) 

is that correct? And later there were some agreed 

charges, so that the freight rates were Spa dibao 

A. Yes. 

Q. May I ask you this: this suggestion in 
your brief of using the short mileage by American rail- 
roads -- you now can enjoy that by highway, but it in- 
volves driving through the United States? 

A. That is right. 

Q. Is this movement of freight from your area 
increasing to western Canada or decreasing, or do you 
know? 

THE CHAIRMAN: By road? 

MR. HUME: Q. Yes. I am only talking about 
road transportation. 

A, I would say it is increasing. 

Q. Similarly, you receive back-haul movements 
from western Canada into Windsor and the area, and is 
that also increasing? 

A. I would say so. 

Q. Has it achieved, in your view, as the 
industrial commissioner, has it achieved important pro- 
portions in that area of the country at the present time? 
This is the transcontinental movement of goods in transit 
for points to and from western Canada into your area? 

A. yes. 
MR. HUME: Thank you very much, 


THE CHAIRMAN: Mr. Mauro? 
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ANGUS, STONEHOUSE & CO. LTD. Elder, cr-ex 1352 
TORONTO. ONTARIO (Mauro) 
CROSS -EXAMINATION BY MR. MAURO: 

Q. Mr. Elder, there are certain definite 
advantages that Windsor enjoys ratewise into the far 
western market -- for example, on canned goods -- and I 
imagine canned goods are a fairly important item for 
Southwestern Ontario. There is an agreed charge from 
Toronto to Vancouver, 60,000 minimum, $1.80; from 
Winnipeg to Vancouver, $1.95. That is a fairly decent 
advantage for the City of Windsor, is it not, over the 
Winnipeg producer of canned goods? 

A. That is the very thing we are speaking 
about, Mr. Mauro. You too are asking for a geographic 
benefit. Our rate would be lower than 'Toronto's if 
Ge had our geographic location recognized. 

Q. Would you be in favour of supporting 
Winnipeg's position 0N rates from intermediate points? 


A. If I may check for a moment. 
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~ ANGUS, STONEHOUSE & CO. LTD. Elder, cr-ex (335 
TORONTO. ONTARIO 
(Mauro ) 


Q. yoweour 

A. We would have to know the circumstances 
behind all this before we could give a firm opinion. 
Generally speaking, we are in fametar of benefiting the 
geographical location, The best way of giving this 
recognition to geographic location is mileage radius. 

Q. And A the Associations that you repre- 
sent would on principle support the view that a pro- 
ducer or manufacturer trading in the same area should 
have preserved his geographic advantage vis-a-vis 
that area,so that a Winnipeg person eeeia be able to 
trade into the Vancouver area at a lower rate than 
Toronto? 

A. yes. © What we have said in our brief 
is that the rates should reflect mileage operated. 

Q. And you would extend that even to the 
agreed charge on canned goods, that if the railways 
can give Windsor a rate of $1.80 to Vancouver, surely 
they should be able to give the Winnipeg canned goods 
producer a rate under $1.95? 

A. It would all depend on the circumstances. 

Q. Well, what are the circumstances that you 
have qualified for Windsor? 

A. We believe this is based on water com- 
petition. 

Q. Is it the water competition or the mile- 
age that Windsor is basing its position on? 

A. It is the mileage. 


Q. Your submission before this Commission is 
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1 

mileage,that you want your geographic advantage of 

: mileage to be preserved? 

; Now, Mr. Elder, you have mentioned in paragraph 
; 7 of your submission this matter of the Crow's Nest Pass 
grain rates, and you won't be surprised that I might 

: refer to it for a moment. I assume that your Associa- 
e tions have come to the conclusion that the railways are 
losing substantial sums of money on the carriage of 

ta grain under the statutory rates and that as a result of 
- these losses they are forced to try and make them up 

12 onvother traffic. Is that correct? 

13 A. We understand that they are forced to 

14 make up the revenues on other forms of traffic. 

15 Q. And you don't have any misgivings where 
16 the railways make up any and all losses; it is from the 
7 freight. Is that not correct? 

18 A. yes. 

19 Q. And your City of Windsor and Southwestern 
20 Ontario Associations that you represent would treat on 


the same basic principle any losses that the railways 
suffer. In other words, I trust that your Association 
is not singling out the statutory grain rates and saying 
that they represent the sole burden on the freight 
structure? 

A. That is right. 

Q. And the Associations that you represent 
would be strongly reels nave to this Commission that 
they investigate passenger losses, and if they are found 


that they be removed from the back of the freight shipper 
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TORONTO. ONTARIO (Mauro) 
1 
Is that correct? 
A. That..is correct. 
; Q. And that this Royal Commission should 
: investigate the losses of commuter services, and if they 
; find that there are losses on commuter services, these, ' 
too, should be removed from the backs of the freight 
shippers? 
8 
‘ A. Yes. 
a Q. And that they should investigate the 
ee line operations, and to the extent that they 
a represent losses that an attempt be made at removing 
3 these losses from the back of the freight shipper? 
14 A. That is right. 
15 Q. Now, as to the matter of horizontal 
16 percentage increases, Mr. Elder, you perhaps know that 
7 the Province of Manitoba dealt with this in their sub- 
18 mission in Winnipeg. I am going to read a paragraph 
19 and ask you for your comments. 
20 "Our problem in Canada is to establish a 
11 rate basis which minimizes the dollar increase 
22 on the long-haul traffic while at the same time 
93 maximizing the contribution from the short-haul 
94 traffic. The difficulty lies in finding the 
5 point of balance or diminishing returns where 
%6 the increase results in a greater loss by way 
27 of diverted traffic than is realized from the 
28 higher rate. We submit that increases applied 
29 by way of cents per 100 pounds plus a smaller 


30 percentage increase is one possible scheme which 
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TORONTO. ONTARIO 


(Mauro ) 

1 

is worthy of study as a compromise formula. 
2 The formula would allow half the revenue to 
be realized by assessing a flat cents per 
: 100 pounds increase while the balance would 
M be obtained by a percentage increase. By 
: way of illustration, it has been calculated 
: that the last increase granted by the Board 
: of Transport Commissioners of 17 per cent 
10 would have been, under our proposal, one of 
"I 3.1 cents per 100 pounds plus 8 per cent. 
12 Thus a rate which was 20 cents before the in- 
13 crease became 23 cents under the 17 per cent 
Vi horizontal basis. Under the basis proposed 
15 here the increase would have been 3.1 cents 
16 plus 1.6 cents or 25 cents, disposing of the 
7 fractions. On the other hand, a rate of 
18 $2 under the 17 per cent horizontal basis 
19 would become $2.34. Under the formula we are 
0 proposing this increase would be 3.1 cents 
1 plus 16 cents, for a total of $2.19. 
22 "There are certain modifications in this 
93 formula which are necessary, in particular on 
24 the low grade commodities moving at low rates, 
25 These modifications will be dealt with in 
6 detail when our substantive submission is made 
7 at Ottawa." 
28 Have the Associations that you represent given 


99|| any thought to a specific recommendation to this Com-. 


39 | mission as an alternative to horizontal percentage 
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increases? 

A. No,- we haven't. 

Q. Would the Associations you represent 
support a scheme which tended to redistribute some of 
this burden from the long haul to the short haul shippers)? 

A. We would support -- we have suggested 
another method of increasing the rates, if it is satis- 
factory to the railways. We must maintain mr railway 
system. 

Q. And it is accepted by the Associations 
which you represent that in any redistribution, reallo- 
cation of this burden it has to be taken off the long 
haul and must be a basis which more closely tends to. 
reflect the terminal costs and long haul costs? 

A. I can assure you that we feel the per- 
centage increases on our long haul. We are reminded 
every time we pay a freight bill. 

Q. The Province of Manitoba has taken a 
particular interest in this matter of water rates and 
has opposed and strenuously opposed the present practice 
of the Board of Transport Commissioners in permitting 
water rates to increase, to maintain a differential 
level with rail rates, and in our brief to this 
Royal Commission in February the Province of Manitoba 
made the following recommendations: 

"An amendment to the relevant legislation which 
| would require the water carriers to apply 
to the Board of Transport Commissioners 


and to show cause for any proposed increase 
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ANGUS, STONEHOUSE & CO. LTD. Elder, cr-ex 7338 
SF TORONTO. ONTARIO (Mauro ) 
1 
in water rates and that in such application 
: the rates be established on the financial 
requirements of the water carriers without 
: reference to the rail rates. 
} "That the through rate on a shipment 
; carried by more than one type of carrier 
4 should reflect the relative rate characteris- 
5 tics of each type of carrier to the extent that 
a each has participated in that movement.” 
rr Would the Associations that you represent 
12 Bupporit such a proposal? 
13 A. We have stated in our brief that we are 
14 in favour of water rates which reflect the true economy 
15 of water. We have said that we believe water rates 
16 have been related to the rail rates for too many years, 
7 and, generally speaking, in all probability would 
18 favour that type of recommendation. 
19 MR. MAURO: I want to compliment you, Mr. 
0 Elder, and the men who have worked with you on your 
1 presentation. 
THE CHAIRMAN: Mr. Frawley? 


CROSS-EXAMINATION BY MR. FRAWLEY: 

Q. Mr. Elder, I should say that my name is 
Frawley and I am here representing the Province of 
Alberta. 

I am just a little bit confused about your 
opposition to the method which the Board of Transport 
Commissioners use to authorize increases. Do I under- 


stand that you are principally concerned with the 
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TORONTO. ONTARIO (Frawley ) 
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application or method on your eastbound rates? 
; A. On all movements. 
; Q. But principally on your eastbound movement 
; A, That is where we feel it at the moment. 
; Q. The general tenor of your brief appears 
to put forth a grievance which revolves around your 
; eastbound shipments. Am I right in saying that that 
‘ is the general purport --- 
Pm A. No, we feel in all movements. It hits 
ti us hardest when de compete with points further to the 
i east, but it hits us and it affects us and concerns 
13 us on all movements east and west. 
14 Q. But it hurts you principally on your 
15 eastbound movements? 
16 A. This is because our westbound rates are 
7 equal with our competition. 
18 Q. It more or less follows: on your east- 
19 bound movements you have no groups A and B; on your 
20 westbound movements you have chee famous A and B 
1 groups? 
22 A. yes. 

Q. But when you are talking about horizontal 


increases, have you ever worked out the percentage of 
shipments out of Southwestern Ontario that move at 
the class rates and non-competitive commodity rates? 
A. We have never worked it out. We know 
that it is a smaller percentage. 
Q. You show on this map from Ontario com- 


munities to Halifax that Windsor has a rate of 4.64; 


' 7 , 
ial 6° <P Zs 
j oF ies ie shee 
hy aera aha, aay) 
’ i rv ng J» 


ore ot ageme vou Ife nt feet ew von hom a ie Me 


ait’ o¢ TeddeW? edritog Aotw it cat ‘ome! isd feobrad au 


vig hail bas as adostts vf bas eu adic tt gud pal 


.taow bas tase etesmevem Ife mo as fo” 


<UOY He yiiag toni TON GOR SL IES Py Re 
fatnomevom bois aie 
“ets gots Davoddeew a0 edusood at etd? A ” 
noltiseqnoo wo tie taupe 

‘TABS Woy ao rawoflot eeel to evom gt 1 @ | oon 


MOY 10 ,a Has A equoty on sved soy adeomevom bavod | 


a@ bas A evome? eset svad voy etvemevom bauedtesw | 


Saquorn 


: 


s8Oy iVGA 


Pak e ee & 


fstnoxinod tuods grituted 218 HON nedw Jue 


to SseyaGere9 ond TO beslow ove voy sved eeprere i 


36 ovom teddy olteino atedaownavoe 10 tuo adnemgine 
fasgex yitbommos ane bo-vigesoessnalle Vedat eames esaelo ed? 

' worl oW .tvo- df bedtow r9even eved ow vA : 
| .sgscnsorsg celisme 5 et tt wh. 


ee mort gam aint co ‘worle oY 7) 


;: to ster 8 est vosbatw ted wat Lal Ae nasoteel 
ey Vee 


fai AY be a 


z 


.) 
* ANGUS, STONEHOUSE & CO. LTD. Elder, -cr-¢€x 7340 
TORONTO, ONTARIO 
(Frawley ) 


that is class rate 100? 

A. Yes . 

Q. I was wondering how much stuff moves out 
from Windsor. Some does, but percentagewise how much? 

A. A very, very small percentage. We main- 
tain that the other rates are based on class rates. 

Q. Not agreed charges? 

A. They start off on that point. 


Q. Agreed charges start off on that? 


AY yes. 

Q. Can you say that canned goods are important 
in Essex? 

A. yes! 


Q. And they move out to Lethbridge at $2 and 
they move to Calgary at $2.30. Of course, I have to say 
that they move to Vancouver at $1.80, but that is another 
story. Now, they move to Lethbridge at $2 and to 
Calgary at $2.30, and there hasn't been an increase since 
it went in. It is an old agreed charge; it is No. 62. 
Now, there is not much harm from horizontal percentage in- 
creases on the canned goods moving out of Essex County 
or Lambton County, and all those good counties down there, 
You call Southwestern Ontario right up to London, don't 
you? 


A. Yes,six counties. 
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Q. Certainly, and in all seriousness your 
canned goods, they just couldn't care less whether you 
put on a horizontal or a vertical? 

A. Perhaps if they moved them on short line 
mileage the rate would be lower to Calgary and Leth- 
bridge. 

Q. You think it would be lower than $2 
to Lethbridge -- not likely. I want to talk to you 
about that for a minute, because,why don't you use the 
American roads? 

A. We would have to pay the Toronto rate; 
there is no advantage. 

Q. Are you aware that for a considerable 
period of time the Essex County canners actually used 
the transcontinental rate from Detroit to Coutts as 
far as Alberta suppliers were concerned? 

A. That could be. 

Q. Well, it could be and it was for many 
long months, and do you know what knocked it out? That 
$2 rate to Lethbridge, an agreed charge, and $2.30 
to Calgary; that happens to be just the facts of the 
case. The Essex County canners were defeating the 
all-Canadian rate, and they shipped thousands of cases 
in by truck from Coutts. They took it on the trans- 
continental rate because Coutts equals Seattle -- you 
know that -- and that certainly is another story. The 
rate from Detroit to Seattle and from Detroit to Coutts 
is the same; they have to be the same under the American 


freight rates structure. So, Essex County canners too 
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advantage of that, very properly, and trucked their 
canned goods over to Detroit and put them on the New 
York Central cars to Coutts, and trucked them from 
Coutts to Calgary and Lethbridge -- and maybe they got 
some of them over to Edmonton. That was using the 
transcontinental freight rate structure. You would 
still do that, I suppose, except for the vous favourable 
agreed charge that the railways voluntarily gave you -- 
in fact, really pushed on you, as a matter of fact? 

A. yes. 

Q.. Now, then, going over to Winnipeg, using 
the American roads to Winnipeg, physically they are there 
for you to use: why don't you use them to Winnipeg, or 
to Manitoba generally, for instance? 

A. I believe we do use them to some extent, 
but what we are asking for is a through rate based on 
our geographical location and the cost of operation, and 
we think that can best be achieved by loading a freight 
car at Windsor or Leamington or London, or any point 
-4n Southwestern Ontario, and shipping it through the 
United States. If they are going to use the United 
States route on Canadian subsidiary lines -- not trans- 
shipping; trucking from Detroit or Coutts. Let us have 
a through rate. 

Q. That is right, and you can't get that 
unless the railways give it to you, and that is really 
the same: when you get to the Manitoba line they charge 
you the full class rate to Winnipeg? 


A’. yes. 
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~ ANGUS, STONEHOUSE & CO. LTD. Elder, cr-ex 7343 
TORONTO, ONTARIO 
(Frawley ) 


Q. Just like they do on the farm machinery 
going to Alberta or Saskatchewan, and that is really the 
complaint but you can't get the railways to see that. 
They would rather take it and haul it all the way from 
Windsor to Edmonton? 

A. yes. 

Q. You say you would like your rates based on 
mileage: do you really say that seriously with regard to 
westbound movement? 

A. We would be satisfied if the rate dcewesued 
on mileage, and we would leave the operating end of it 
up to the railways. If they wish to haul it back throug 
Toronto, that is their business, We think we should pay 
the rate based on the short mileage rate. 

Q. You want mileage rates, but the distance 
from Windsor to Edmonton has to be Windsor to Chicago 


to Minneapolis and through Northgate, or some place like 


that; that is what you mean -- using the American roads? 
A. Yes, 
Q. And you don't want to scrap A and B and 


substitute mileage from Toronto to Windsor and to Winnipeg 
and to Edmonton? 

A. No. 

Q. And that is whatyou want the Commission to 
understand: you want to go pack to mileage rates, but 
using the mileage through the American roads? 

A. Yes, There are several points in Ontario 
now that have this benefit of mileage: Aurora, for example 


625; and Gravenhurst 595, and so on. 
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~ ANGUS, STONEHOUSE & CO. LTD. Elder, cr-@x 7344 


TORONTO, ONTARIO (Frawley ) 
1 
Q. They get the advantage? 
2 
A. And they are excluded from the A and B 
3 
grouping uniform rates. 
4 ‘ 
Q. Well, Essex County is not worried too 
5 
much about Gravenhurst, I don't think? 
6 
A. We have lost some good employers to that 
7 ; 
general area, 
8 
Q. In any event, you are certainly not 
9 
its advocating the scrapping of groups A and B? 
A. No. 
11 
12 Q. Because on your westbound traffic this 
13 A and B business just moved Windsor right into Toronto, 
didn't it? 
14 
15 A. Yes, for western shipments. 
16 Q. They are important in the country, aren't 
9 
17 they? | 
18 A. Yes, they are very important. 
19 Q And that same group A and B business moved 
20 Montreal right up to Toronto? 
1 A. yes. 
72 Q. Toronto was taken as the centre? 
93 A. Right. 
74 Q And exclusive of these little points that 


y5|| are closer mileage-wise to Winnipeg than Toronto, they 
6 get an advantage? 

27 A. yes. 

28 | Q. But, generally speaking, the big indus- 
29 trial centres of the whole of Ontario and the western 


30 part of Quebec were all put on the Toronto mileage? 
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ANGUS. STONEHOUSE & CO. LTD. Elder, cr-ex 7345 
TORONTO. ONTARIO 
(Frawley ) 


A. That is correct. 

Q. And that was certainly, we were told, 

a terrific advantage to industrial Ontario? pues is 
no doubt about that -- so much so that you were not 
thinking for an instant of scrapping groups A and B, 
except you could have your mileage counted through the 
State of Michigan? 

A. It is an advantage to certain sections 
of the province, 

Q. And it is a great advantage to Windsor 
and Chatham and Sarnia and London? 

A. yes. 

Q. Another reason why you are not too worried 
about horizontal percentage increases, if I may say so, 
is that you have a tremendous lot of agreed charges in 
and out of Southwestern Ontario? 

A. Yes, we do. 

Q. And that is just an economic fact of life 
because of the great pervasiveness of truck competition 
in the whole of Western Ontario? 

A. Truck and competition from other centres 
in the province chat are further to the east. 

Q. Honestly, if you looked at the whole of 
Canada you could not find any part of Canada that has % 
more competitive factors: you have water competition? 

A. yes. 

Q@. You have excellent highways all over 
Ontario which give you very effective truck competition? 


A. We would like to see them improved. 
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ANGUS, STONEHOUSE & CO. LTD. Elder, cr-ex 7346 
TORONTO, ONTARIO 
(Frawley ) 


Q. Well, you are hard to please. Then, you 
have market competition -- ieee ae market competition? 

A. yes. 

Q. You would like to see them improved be- 
cause the Chrysler Corporation would like to sell more 
cars? 

A. But we are surrounded on three sides by th 
United States. 

Q. Is that good or bad? 

A. That is, Essex County. 

Q. And except for the tariff wall does not 
that give you a tremendous market right at your door? 

Ag Not necessarily. 

Q. It is pretty hard to get into the United 
States some tines? 

A. That is right. 

Q. We think our oil should be in Toledo and 
Detroit. 

Aa We are fighting with you. 

Q. Well, we will work together on that some 
day. Going east, though, is where you have to pay; 
you have no group A and B, and you feel that, don't you? 

A. We feel it very severely. 

Q. Perhaps you are spoiled. You have got 
this groups A and B westbound, and you like that, subject 
to your individual, personal matter about going through 
the state of Michigan, but you have not got that going 
down to Halifax? 


A. No. 
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ANGUS, STONEHOUSE & CO. LTD. Bider, cr-ex 7347 
TORONTO. ONTARIO (Frawley ) 


Q. But all you have to do is get to Montreal 
-- I mean, the rates to Halifax are made by the payment 
of an arbitrary over Montreal? 

A. That is right. I would like to disagree 
with you on your previous statement, though. If we had 
Montreal's position, you might accuse us of being spoilt. 
Montreal is the favourite location because Montreal is 
nearer to the maritimes and pays the lowest rate, and 
is further from the Canadian West and yet they pay the 
Toronto rate. 

Q. And it has the St. Lawrence River at its 
door? 

A. yes, and ocean freighters going by every 
few minutes. 

Q. Just like you have? 

A. We could dispute that. 

Q. When you say in paragraph 7 that there is 
something slow down in Windsor, I would not have thought 
you would have admitted that; but, you say industrial 
development is extremely iow pecause of the existing 
westbound freight rate pattern, I don't want to give 
you the impression that I am opposed to you in these 
proceedings, but, like Mr. Mauro, I am very pleased to 
see you hitting at this vicious way .of increasing 
freight rates by a horizontal percentage method, but 
I was wondering what industrial development was slow 
because of the westbound freight rate pattern, where 
you have the Toronto rate? 


A. It is a competitive factor. When an 
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< ANGUS, STONEHOUSE & CO. LTD. Elder, cr-ex 7348 
TORONTO. ONTARIO (Frawley ) 
industrialist comes in to see us he doesn't come to 
our office exclusively and rely on eek Lian from that 
one source. He probably goes to the banks and the 
transportation companies, and inasmuch as he is going to 
have to bring in raw materials and ship finished products 
to the market, he wants to locate in the best possible 
area. Now, railway rates in nine times out of ten are 
probably what he bases his decision on, all other factors 
being equal. Why in the world would a Pee nen 
place himself in an rane disadvantage in southwestern 
Ontario if he has a large market in Toronto or Montreal, 
or brings raw materials from the steel companies of 


Hamilton, when he could locate in the same general area 


and get the same western rate and get a lower rate east? 


He is in the best possible location. 

Q. So,you have to take second position to 
Toronto and Montreal? 

A. yes. 

Q. And that is not very satisfactory? 

A. Second, third or fourth; it depends on 
how you graduate this. 

Q. I wanted to ask this: you stated you 
wanted a joint through rate from Windsor through the 
American states up into western Canada because it was 
this combination of locals that defeated you and made it 
not worth while to ship through the Minnesota transfer. 

A. we would like to load a car in Windsor and 
ship it through. 


Q. On a joint through rate? 
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ANGUS, STONEHOUSE & CO, LTD. Elder, ‘cr-ex 7349 
TORONTO. ONTARIO 
(Frawley ) 


jn 


Ws yes. 
Q. What is sometimes called a single factor 
joint through rate; that is what you want? 

A. yes. 

Q. You do have some joint through rates on 
goods coming in from the United States into Western 
Ontario; you know about that, I suppose? 

AY yes, we do. 

Q. I will give you an example of one that is 
particularly bothersome to me, You have a joint throug 
rate on farm machinery coming from anywhere in the 
Chicago area down into London, and I pelieve western 
Ontario, on a joint single factor through basis, whereas 
from the same factory in the Chicago area to Calgary 
and Edmonton you have a rate tartne porder and the full 
class rate beyond the border. Have you ever examined 
that particular situation? 

ye onTehavenitd pereonakly pomehet Mae chARRTES 
my associates here for a moment. 

Q. I will tell you why you have that, if you 
wish. 

A. They are still in effect, yes. 

Q. And that is because two or three American 
railways have thrust themselves from the United States 
into southwestern Ontario? 

A. Right. 

Q. The old Wabash and Chesapeake and Ohio 
and New York Central, and so on; that is an advantage 


to western Ontario? 
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ANGUS, S ‘ . - 
S. STONEHOUSE & CO. LTD. Elder, cr-ex 1350 
(Sinclair ) 


A. Yes. 


MR. FRAWLEY: Thank you very much, Mr. Elder. 


CROSS-EXAMINATION BY MR, SINCLAIR: 


Q. Mr, Elder, you are basically a traffic 
man? I take it that is your training? 

A. No, I am basically an industrial commis- 
sioner. 

| Q. But you have with you traffic men, Mr. 
qdurner and Mr. Wilson, as your associates in these 
questions? 
| A. That is right, 

Q. And if there is any question I put to you 
and you feel they should answer, that is all right, I 
think, rather than conferring if you would rather have 
it that way. 

First, I would like to ask you this: when you 
suggest that on eastbound shipments something comparable 
to groups A and B would be applicable, you realize of 
course that points such as Cornwall, ene. Oshawa, 
right up to Montreal, would immediately complain as to 
the situation being detrimental as compared to what 
they have today? 

A. That is quite possible. 

Q. And they would say that this change would 
result in dislocation of their industry and they would 
expect to be exempted and to have their mileage. That 
would be the way they would approach it, would it not? 


A. They would have our experience to fall 
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ANGUS, STONEHOUSE & CO. LTD. Elder, cr-ex fect! 
TORONTO, ONTARIO 
(Sinclair ) 
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back on, 

Q. I do not know whether they would have 
your experience or not because your experience was when 
mileage rates were to be applied by Canadian routes. 
You took the position that you did not want A and B on 
westbound shipments done away with unless you could get 
short-line mileage via American routes. That was your 
position. You also said that you would like to have 
groups A and B maintained. That was your position, 
was it no? 

A. Yes, that is right. 

Q. And it was maintained under equalization. 
Now, you say to this Commission, "We would like to have 
comparable to A and B on eastbound shipments because 
we want to have either that or mileage operating." You 
would be content with mileage operating both east and 
west? 

A. We would. 

Q. But a big "if" in it, only if the west- 
pound mileage operated via American routes? 

A Yes. 

Q. And if you were going to operate east- 
bound on mileage you would take the mileage factor 
right through to destination; that would be Windsor- 
Saint John? 

MR, TURNER: I think perhaps I had better 
answer this question. I realize this is loaded, I think 
we have got it unloaded in that these eastbound routes 


are made up over Montreal and I think that is what you 
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are aiming at us. 

Q. In other words, you would not want to pay 
rates on mileage eastbound. You would only want to pay 
a factor over Montreal on top of group factor at Toronto; 
is that correct? 

MR, TURNER: i think*"rirst of all J clarified 
the eastbound rate-making principle as it exists today, 
and if you are asking the question if we would be content 
with straight mileage, I cannot see that we would deny 
that when we are asking for a westbound mileage. 

Q. It would, of course, increase all your 
rates into the maritimes over what exists now? 

MR. TURNER: Yes, that is true. 

Q. And in some degrees very substantially, 

I suggest to you 50 per cent or more in some cases, You 
would still be satisfied? 

MR. TURNER: Well, we are asking for a prin- 
ciple here; I do not know that we can have too many 
exceptions to the principle we are asking for. 

Q. Mr, Turner, would not this be what happened 
immediately you found the traffic did not move freely in 
a mileage commodity scale such as you are suggesting or 
on a class rate scale you would then approach the railways 
for a point to point specific commodity rate so your 
traffic could move freely. That would be the first 
thing you would do? 

MR, TURNER: yes, based on volume. If you 
had the volume that is what you would do, yes. 


Q. So you would ask the railways for an 


\ehsnert wie: tt 8s efqtoniyg 
| saodnoe ed bivow ow “Uh ‘nottesup end 


-oysetin bnuodduen 8 TO? gatles exe ew norm Jars 


suoy [Le sasstont sean ‘to \bivow IT”. 


ewor adatxs dann Ysvo. eomid tetem ent otnt aetax | 


ere ak send wey :HEMAUT . AM 


uOY ,e@a89 omoe mi erom To dngd 19q 08 Noy ot tesggua I 


Shektetdae me ‘[{ttea bivow | 


~firg £ 703 gnidaa es ow Lew :AaMAUT am ri 


yiem ood evad ‘is oa sapere ob. rt yexed sigko 


.10 anbies 618 ow slqtoning edd of enotstqeoxe 


i 
«(ifetsastedve rev seeigeb smog at bank. 
; 
‘iacotanaliias ed elfad tort bivow toni? <M -") 


nt yLoort. evom gon bh oftiert etd bavot voy yletetbommt 


10 Snlieonaee Oak YOY 8s Hova Skeoe ydtbommos egseiim 6 


a 


ti “gob bluew moe anh 
yoy II emulov mo beasd ,aeY Peer etre a) eee 
-29% 0b BLNOw YoY ‘deri ot tedd 
is 10% ayswitex edt ves brow voy 6a : 
| ih, Nee be 


A ye A a rm ee Re 


ae 
i yak: ."' i ed 
als 


eee: 
ye a neh Dy 


ies watt tte | 
yooh biuow ow ‘gua woe: donnso I ogdetier digtsrte dotw | 


<s SEees 


ayswitss eat Moeoxggs mond: biuow OY eisoe sist eesfo 8 no 


TuOY o8 Siar ydibommoo otttosgqa tntog 6F tntog s Tot | 


Jeqt? ond od bivow ¢aciT Biateseker, bios ot text | 


<a 


« 


ae OO 


- 
ah 
ie 


* ANGUS. STONEHOUSE & CO LTD. Eider, er-ex . 1393 


TORONTO, ONTARIO 


(Sinclair ) 
| 
| exception so the traffic would move freely? 
>| 
MR, TURNER: That is true. If you have the 
3 
volume very definitely you would do that, 
4 
Q. So that this mileage only would be kept 
5 
where it was an advantage produced a lower rate, but 
6 
where the mileage produced a higher rate you would ask 
7 
|; 
| for a point to point rate? 
8 
MR. TURNER: You are talking specific indus- 
9 
tries now, in effeet? 
10 
Q. Yes. 
11 
” MR. TURNER: In other words, you are directing 
13 your question right at me? 
Q. Thatiis erieght: 
14 
15 MR. TURNER: Yes, no question. 
16 Q. Now, we will come to your other adviser, 
17 or you can answer if you like. You seem to be concerned 


specifically with class rates in this submission and you 


18 

19 say the reason for that is the relationship between the 
20 commodity rates and the class rates? 

71 MR, TURNER: yes. 

22 Q. And I certainly would agree there are 

23 relationships. Once again the big proportion of them, 


a4 it is true on your traffic, for instance, some places 
95 like Chatham move not on class rates but on commodity 


rates; is that correct? 


26 
ar| A. We have said that. 
28 | Q. And if these point to point commodity rates 


29 | out of Chatham were taken out and we went to a straight 


39 | mileage basis there might be, would you agree, some people 
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factors involved in that, Mr. Elder, or whoever wants 
to answer? 

A. sure, 

Q. One of those was the relative prosperity 
by way of regions, was it not? 

A. Yes. 

Q. And what you are really concerned with 
in this matter of horizontal increases, I take it, is 
that you feel if it is possible to do so, and if the 
needed revenues of the railways can be secured, that 
what you would like to see is a percentage increase 
graduated with distance; is that right? 

A. That is right... 

Q. Rather than any unfair loading on the 
short-haul shipper being short-hauled where he is 500 
or 1,000 --- 

A. yes, 

Q. Or 1500? 

A. Maybe more realistic. 

Q. Would you also perhaps support the view 
that possibly rates, say under 3 cents per ton ae 
mile would be increased, but those over 3 cents per ton 
per mile would be exempt? Would that find favour with 
your people? 

A. We have not given that any consideration 
at all. 

Q. Would you like to give it consideration 
with your advisers now who I am sure have thought about 


that? 
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Woe oe le Elder, cr-ex 7356 
. (Sinclair) 
THE CHAIRMAN: | I think in fairness to them 
they should have time to think it over and consider it. 

MR. SINCLAIR: Q. Thank Fou, It is not 
your ices the view of your Association, that differen- 
tial pricing or value of service pricing should no 
longer apply in the freight rate structure, is it? You 
believe in the basic value of service pricing in the 
freight rate structure, do you not? 

MR. FRAWLEY: Why do you not ask him whether 
he does, rather than tell him? 

MR. SINCLAIR: I do not give evidence but I 
do ask questions. Maybe there is a difference. I do 
not think there is any difficulty with experienced men 
like Mr. Turner and Mr. Wilson sitting here, and also 
a very experienced industrial commissioner. These 
people are just as competent traffic people as you can 
find anywhere in Canada and they have been eon a 
long time. 

THE CHAIRMAN: Your question again? 

MR. SINCLAIR: Q. My question was, you would 
agree with the value of service concept in the rate 
structure for making freight rates? 

MR. TURNER: I do, but I think you have to 
take other factors into consideration today with the com- 
petitive picture that you have before you. you are 
well aware of that, but, of course, shall we say we do 
but we know many times veeaenee: 

Qe What you are saying is this, is it not, 


Mr. Turner, that the value of service principle is the 
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best type of principle to apply in making freight rates 
but competition from other modes of transportation have 
to be a celling in some degree on the full application 
of that principle? 

MR, TURNER: The value of service will 
certainly make for a healthy railway. 

Q. And a healthy shipping index too? 

MR, TURNER: Very likely, yes. 

Q. I was intrigued by something I read in 
your brief and maybe you could tell .me how you can do 
it. This was your suggestion of susie short: mileage 
through the United States but restricting it to Canadian 
carrier routes, and I wonder if you could assist the 
Commission by telling them if you restricted it to the 
Canadian routes how you could prevent, for instance, New 
York Central and Wabash, Chesapeake and Ohio from 
retaliating? 

MR, TURNER: You could not. 

Q. That is really the difficulty with the 
proposal, is it not? 

MR. TURNER: That is right. 

Q. In regard to the water rate proposals, I 
have no sean yhenes Chairman, that CSL are appearing 
before the Commission and I will not waste time going 


through that. 
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I now wish to ask you a question or a group 
of questions arising out of some answers you gave to my 
friend Mr. Mauro from Manitoba. 

In regard to statutory grain rates, I take it 
your view is that if these rates are not in the proper 
place in the rate structure and making a reasonable con- 
tribution to the work performed, and if in the national 
interest they must be maintained, then you would support 
a federal subsidy to make up the difference. Is that 
eorrect? 

A. If it is in the national interest, we 
would support it. 

Q. As you know, these rates for moving to 
export posteadne are fixed by statute, and the railways 
are incapable of adjusting them? 

A. yes. 

Q. And in the light of that, do you not see 
a marked difference between that and commuter traffic, 
for instance, where the railways can adjuat their rates 
to put that traffic on a reasonable level? 

A. Yes. 

Q. And do you also not see a marked distinc- 
tion between the statutory grain rate at a fixed level 
and passenger traffic, where again management is in the 
position to deal with the problem in a businesslike way? 

A. Yes, there is a distinction. 

Q. And it would be your view, would it not, 
that management should put passenger train service ona 


businesslike basis, or, failing that, the people who were 
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trying to maintain a passenger service when the railways 

: tried to eliminate it should take the burden of showing 
: why that should be continued and, indeed, if it is 
; local, that they should make up the cost themselves? 
: A. We would go along with that, yes. 
; Q. In regard to branch line operations, Mr. 
- Mauro mentioned those. Let us look at western Canada, 
4 where we will assume that there are numerous branch 
‘i lines where the large proportion, say, 7O per cent to 
i 75 per cent or more,of the traffic moving over the line 
0 is grain. If that grain was mares a reasonable con- 
‘e tribution to the railway revenues, that branch line 
1A would be an economic unit. I am asking you to make 
15 these assumptions with me. Under thos circumstances, 
16 you would agree that it would nov be in the national 
7 interest to have ee considered as a branch line pro- 
18 blem when the prattdia is grain, when the basic traffic 
19 is grain? 
20 MR. TURNER: I wonder how we would get that 


grain to the market if it were not for the railways? I 
wonder if this does not come on the heels of your previous 
question? After all, if you do not get the grain to 
the market, isn't the economy of the west doomed? 

Q. Maybe that is another way of snewerine 
my question. By that do you mean that this is a grain 
problem and not a branch line problem? 

MR. TURNER: Yes. 

MR. SINCLAIR: Thank you very much, Mr. 


Chairman, I had a lot of notes here, but some of the 
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problems here are certainly technical. I think this 
brief shows the mark of experienced traffic men, as did 
the St. Catharines brief, and people who are dealing 
with this, and I compliment them for trying to get cer- 
tain advantages which I think everybody realizes that 
if they could get, being traffic men, they would take, 
but nevertheless there are other traffic men who wauld 
try to stop them, Thank you very much. 

THE CHAIRMAN: Mr. McDonald? 


MR. McDONALD: No questions. 


BY COMMISSIONER MANN: 
Q. In paragraph 13 of your brief, Mr. Elder, 
you ‘allege: 
" 6. that we are rapidly reaching the point of 
restricting the radius of trade for industry to 
a very limited short-haul market and this is not 
in the best interests of the overall natiional 
economy." 
Would you make a distinction, or do you make a distinction 
between the national economy and the interests of the 
railways in this matter? Is there an interest of 
the railways in regard to this development? 
A. yes. 
Q. Could you elaborate on that, do you think? 
If you had a distribution pattern in Canada consisting 
mainly of short-haul movements, what would the distribu- 
tion of the traffic be among the various modes of carriage? 
A. I could not say. We have not studied 


that, Mr. Mann.. I would venture to say, though, that 
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many of our industries have a market that is reasonably 
close to their plant. In other words, they are not all 
long shippers. 

Q. How do they ship for the market? 

A. A good many of them use rail.. Many use 
truck transportation. 

Q. Do you find generally that your short- 
haul shipments are more sadec pesos to truck than your 
long-haul movements? 

A. Speaking for Windsor, I would say yes, 
because they are manufacturers of a product that must 
arrive at a certain time. 

Q. That is a service element rather than a 
distance element? 

A. In many instances. 

Q. You would not think that if you hada 
distribution pattern in this country that was largely 
short haul that the railways would find it more compe- 
titive? 

A. I think they would. 

MR, TURNER: IT wonder if we might qualify 
that, Mr. Mann. I think that we should qualify that and 
give the railways probably a little credit for their more 
progressive thinking in the last two or three years 
certainly. I think three years ago if you had asked 
that question, Mr. Elder's answer would be proper. I do 
not think so today. I think the railways are becoming 
very progressive, as in piggy-backing and in other means. 


I am very convinced that in this short-haul market today 
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there is going to be a battle between trucks and railways 

Q. It is very competitive, more competitive 
than the long haul market? 

MR, TURNER: That is right. 

Q. In paragraph 17, you talk about horizontal 
increases and a lower rate of increase for long haul 
traffic for future Canadian railway freight rate increase 
As you know, we must grapple with this problem, and any 
help we can get will be, of course, tremendously appre- 
ciated. If you do what you suggest, I suppose, given a 
sum of money that has to be raised in order to cover the 
revenue requirements of the railways, this would mean 
-- I wonder whether you would agree with that -- a 
greater increase on the short haul traffie?r: hathat 
would be inevitable, I suppose? 

MR, TURNER: yes. 

Q. You have thought undoubtedly about the 
impact that would have on short-haul traffic -- that is, 
shall we say, captive to the railways? Would that 
suffer, do you think -- the sand and the gravel, for 
instance? 

MR, TURNER: We were considering here only 
Class rates. Obviously, it would brush off onto 
commodity rates, too. 

Q. You would not want to restrict it to class 

“rates? 
MR. TURNER: That is right. 
Q. your principle would have to apply on 


commodity rates as well? 
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MR. TURNER: Yes. 

Q. Would you think the short hauB would be asked 

to take a4 greater increase than they are at present? 

MR, TURNER: Are you referring to bulk com- 
modities? 

Q. Short haul traffic of any kind -- the 
eaptive traffic. Let us take the sand and gravel, which 
is symptomatic of captive traffic. That would probably 
have to take a greater increase than would otherwise be 
the case? 

MR, TURNER: I wonder whether we would not -- 
for example, let us take a principle that has been 
applied in the United States, where we have for the short 
hauls, say, 10 per cent, and then for eee ce maybe 
8 per cént or 7 per cent. That would also be applied 
to all rate commodities. 

Q. Is that the principle that has been 
adopted in the United States? 

MR, TURNER: No, but I am suggesting that is 
what we might consider. 

Qe Not the American principle of maximum haul’? 

MR. TURNER: You are asking --- 

Q. Would it result, this principle that you 
have in mind, in a greater revenue contribution by short 
haul traffic, that is captive to the railways? 

MR. TURNER: It could. I think it would 
be open to study. Mind you, we are not definite on this. 

Q. Yours is a tentative suggestion? 


MR, TURNER: It is a tenatative suggestion. 
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1 | 
We are trying to preserve the long haul markets. 
4 Q. And I suppose the question, then, would 
: arise as to how you make this greater increase applicable 
; on highly competitive short haul traffic. That would 
be another difficulty? 
: MR. TURNER: It could well be, yes. 
Q. With regard to your proposal in paragraph 
A 163) Mrwe Bilder. Mr. Cumming covered this with you. 
os I am particularly interested in the proposal that east- 
iW pound rates be established on the present westbound 
large bulk principle. You agree that this would put Mon- 


treal at a greater disadvantage than they are now? 
A. yes. We do not believe they are at a 
disadvantage now. 


Q. But it would put them up higher than the 


rates are now? 

A. yes. 

Q. Do you foresee any possibility of the 
Montreal traffic so increased becoming more competitive 
as far as truck transportation is concerned? 

AN That is a possibility. 

Q- If that happens, do you foresee any pos- 
sibility of the railways, in order to meet that com- 
petition, reducing that rate to the level of the truck 
competition? 

A. It would have to. 

Q. So in the long run you may come up with 
the picture that while you have it on paper you do not 


have it in actuality? 
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Ass Yes, it is possible. 

Qe With regard to this proposal, it is an 
alternative proposal? You have two suggestions? 

A. Basic suggestions. 

Q. Which do not coexist? Alternatives? 
When you look at your maritime market and compare it to 
your western market, which one is more important to 
southwestern Ontario? Let us take automobiles, Mr. 
Turner, 

MR. TURNER: I have to be very careful now. 

Q. Do not give away any company secrets. 

MR. TURNER: As far as we are concerned, we 
are very interested in both markets and use considerable 
rail to both markets, 

Q. But for southwestern Ontario generally, 
bearing in mind the population of western Canada and 
per capita income and comparing that with the maritime 
population and per capita income, is there very much 
doubt that the western Canadian market holds more promise? 

THE CHAIRMAN: It will not be held against you. 

MR. TURNER: Thank you. That could well be. 

COMMISSIONER MANN: Q@. So ypu would be really 
better off if you got your western rate situation ad- 
justed rather than the eastern? The eastern rate 
adjustment is a very poor second? 

MR. TURNER: We would deem either one quite 
an accomplishment. 

Q. You do not have any order of priority 


as far as those two are com erned? 
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MR, TURNER: No. 

MR, FERRIS: I have just a couple of 
questions by way of re-examination. I wonder if the 
Commission can afford me a couple of minutes to confer 
with my colleagues, 


THE CHAIRMAN: Yes. 


---Short recess, 
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TORONTO. ONTARIO (Ferris ) 
t 
THE CHAIRMAN: yes, Mr. Ferris. 
2 
MR. FERRIS: Thank you, Mr. Chairman. 
a 


4 RE-EXAMINATION BY MR, FERRIS: 
5 Q. Reflecting back to Mr. Cumming's ques- 


6 tioning, he asked, I believe, something like this: 


7 whether or not southwestern Ontario was compensated 
8| in the A and B group by having to run more mileage. i 
9] wonder if any one of you would further explain this? 


10 MR. TURNER: we pay on Toronto mileage -- 


11 you are talking about westbound? 


12 Q. Yes. 

13 A. The base in the A and B group is Toronto, 
it so in effect we pay Toronto mileage. But our U.s. 

15 short-line mileage will provide us with lower rates under 
16 the class scale, and that, of course, will be comparable 
1 to the principle that came into effect on March 15th, 

18 1955, the freight equalization, that those points which 
12 had lowe mileage than Toronto reflecting lower rates 

a0 under the class scale were permitted to enjoy those 

al lower rates. 

a THE CHAIRMAN: Do you mean that equalization 
23 


took something away from you? 

MR. TURNER: No. I say it gave something to 
somebody else, which, of course, is in line with the 
principle we are asking for today or suggesting in 
connection with our westbound proposal. 

THE CHAIRMAN: It didn't hurt you? 

MR. TURNER: It didn't hurt us, no. 


MR, FERRIS: Q. Now, I think the next 
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question I want to direct your attention to was some- 
thing like this: could we in southwestern Ontario not 
have rates published through the United States? 

MR. TURNER: I think Mr,.Sinelair referred 
to our previous presentation, which, of course, was at 
the time of the equalization, and it went to the Board 
of Transport Commissioners who were not, of course, in 
a position to make a change in that respect. But this i 
different this time; we are making this presentation to 
the Royal Commission, and we feel they have some power to 
make recommendations in connection withour proposals. 

Q. My learned friend Mr. Sinclair asked 
something respecting your appearance before the Board 
of Transport Commissioners. Mr. Sinclair suggested 
that in southwestern Ontario's presentation to the Board 
of Transport Commissioners they were quite agreeable to 
theA and: B block. I would ask you that you amplify 
taiat. 

MR. TURNER: We were in agreement because we 
could not do anything about changing that principle at 
that particular time. 

Q. Did y9Qu ask for short-line mileage at that 
time? 

MR. TURNER: That was the alternative. ui 
think we made definite reference to it in that brief. 

Qe Could the Board of Transport Commissioners 
have given you any relief in this regard? 

MR. TURNER: Not at that time, no. 


Q. And I take it this was only a token 
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na 


request? 

MR. TURNER: We thought by putting it in it 
was food for thought. We realized they couldn't do 
anything about it, but we felt it would be food for 
thought. | 

THE CHAIRMAN: Well, the Board could have 
changed A and B? 

MR. FRAWLEY: You remember, Mr. Chairman, in 
the first blocks A and B groups were dropped out, and 
then after some intervention groups A and B were put 
back in? 

THE CHAIRMAN: Did Southwestern Ontario 
Associations support this? 

MR, TURNER: Actually we rode the fence pretty 
well on the thing. 

THE CHAIRMAN: Thank you, Mr. Elder; thank you, 
Mr, Turner. 

MR. SINCLAIR: Lr Ghink SO 16412 aL. in, they one 
place, Mr. Chairman, if the Commission wishes to check it 
it is on page 19 of the JOR & R of the Decision in Ciass 
Equalization in the Judgment of March 15th, 1955. 

MR. FERRIS: I wish to take this opportunity, 
sir, for the very fine hearing the Commission offered 
our brief, and I trust and hope for some favourable out- 
come from some of our brief. 

THE CHAIRMAN: Thank you, MR, Ferris. We are 
sorry we had to keep you around so long, but we have been 
pleased with the number of submissions which are being 


made, which make our work harder but we are still happy 
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that Canadians are interested in this problem. All 
we can do is promise you nothing but consideration. 
MR. FERRIS: Thank you, Mr. Chairman. 


THE CHAIRMAN: The Toronto Harbour Commis- 


sioners. 
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SUBMISSION OF 
THE TORONTO HARBOUR COMMISSIONERS 


Appearances: 
Mr. E. B. Griffith General Manager 
Mr. W. H. Colvin Secretary-Solicitor 


MR, GRIFFITH: Mr. Chairman and gentlemen, my 
name is Griffith. I am General Manager of the Toronto 
Harbour Commission, and I have with me Mr. Colvin, who 
is the Secretary-Solicitor of the Toronto Harbour Com- 
mission. 

Sir, we would like to advise you that we are 
not here as either freight rate or traffic experts but 
to make a submissicn on one specific problem which we 
feel affects this port. 

The Toronto Harbour Commissioners beg leave 
to bring to the attention of your Commission an inequity 
in railway rates on services which are extended to 
traffic through this port. It appears to the Commis- 
sioners that it is one which is not only unjust to this 
harbour but is also one which affects the net revenues 
of the railway adversely. The facts briefly stated 
are as follows: 

Fver since railway transportation became £51 Ly 
established upon this continent special import and ex- 
port rates have been given on traffic through the ports 
handling cargo destined to and coming from overseas, 


These rates have been regarded as segments of through 
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rates. As such they have been lower than the domestic 
rates for the carriage of the same goods to the port 
cities, In addition, export and import goods have 
received ahdabdionale benetite such as longer free time 
before demurrage is charged. These rates and benefits 
have helped in the development of Canada's inter- 
national trade, Canadian ports must be kept upon a 
parity with the United States' Atlantic ports in these 
respects if they are to maintain and, if possible, in- 
crease their share of Canada's international trade. 

The Port of Toronto is a logical entry to the 
largest single market in Canada. As shown in Appendix 
A, itsodirect éverkezs trade was growing even before the 
completion of the new St. Lawrence canals. This 
growth is continuing. The best information now avail- 
able from the shipping companies using the port is that 
in the 1960 season more ocean ships will call than came 
in 1959, a higher proportion of these will be 4500 
registered tons or greater and even without any wheat 
export the eta handled is expected to approach and 
possibly exceed 1,000,000 tons. 

Up to the present time nearly 99 per cent of 
this business has been handled by trucks. It is sub- 
mitted that the reason for this very high percentage 
is anal Get ieee of the railways to recognize Toronto as an 
ocean port with the result that export and import rates 
and associated services do not apply. It is recognized 
that due to Toronto's proximity to this rich market a 


certain percentage of its export-import business will be 
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handled by trucks. It is contended, however, that the 
railways should be serving this international trade 
through the port of Toronto to a higher degree than one 
per cent of the total business. In soliciting business 
for the port many cases have been found where the railway 
costs to Toronto exceed the rail costs to Montreal, even 
though the car has passed through Toronto on its way 

to Montreal. 

The Commissioners do not support the general 
accepted feeling that the main effect of the new St. 
Lawrence canals on the Toronto area will be a diversion 
of existing traffic from the port of Montreal to the port 
of Toronto, The Commissioners have stated for a con- 
siderable time that the main effects of the new canals 
on the port of Toronto would result from an expansion of 
international trade in the southern Ontario area and an 
opportunity for the port to serve part of Canada's inter- 
national trade which had been using American seaboard 
ports. The Commissioners have recently opened a New 
York office to further this latter development. However, 
with Canadian export and import rates being on a parity 
with American seaboard ports, their non-application to the 
port of Toronto presents a serious handicap. 

It is humbly suggested that your Commission 
see fit to recommend appropriate relief to this in- 
equitable freight rate structure. Toronto is now an 
ocean port. It is going to grow in relative importance. 
The railways can benefit themselves and the economy of 


southern Ontario if they will recognize that fact while 
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the situation is still fluid. By this action they 
can not only assist in the development of this growing 
business but in so doing secure a substantial share. 


All of which is respectfully submitted. 


APPENDIX * A” 


Cargo Tonnage No. of Ships 


1954 122, 319 aot 
1955 120,239 396 
1956 164,929 455 
1957 200,395 5e3 
1953 287,768 659 
1959 __ 713,186 eee 


1,608, 836 3,246 


THE CHAIRMAN: Thank you, Mr. Griffith. 


CROSS-EXAMINATION BY MR. CUMMING: 
Q. Mr. Griffith, on the second page of your 

brief at the end of the first paragraph you say: 

"In soliciting business for the port many 

cases have been eee where the railway costs 

to Toronto exceed the rail costs to Montreal, 

even though the car has passed through Toronto 

on its way to Montreal." 
Would you give the Commission some idea of the points 
of origin of goods in respect of which you find this 
strange cost situation? 


A. we feel, sir, that the area now served 
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by the port of Toronto in international trade extends 
from Peterborough northerly to Huntsville, south to 
Kitchener and Waterloo, and down to London. That is 
speaking in a general way. There are specific cases 
which go beyond that area. At the present time it is 
in that particular area that we are soliciting business 
in metropolitan Toronto. 

Q. I notice from the appendix attached to 
your brief a very marked increase in the cargo tonnage 
passing through the port of Toronto in the years 1958 
and 1959, and you say on page 1 that for 1960 you expect 
that tonnage may exceed a million tons? 

A. That is correct. 

Q. That is due, I take it, to the seaway 
development? 

By That is correct. The direct overseas 
tonnage commenced to increase almost (emed i acele with the 
announcement by the Canadian government that it proposed 
to construct the canal alone if necessary. 

Q. Does that increase in tonnage moving 
through Toronto represent a diversion of movements 
through other Canadian ports? 

A. It represents three factors which I be- 
lieve we attempted to deal with in the brief. First, 
we have a diversion from other Canadian Atlantic ports; 
second, the new business which has been created by the 
lower transportation factor brought about by the St. 
Lawrence seaway; and the third, and in our way of thinkin 


far more important than the first, is diversion from the 
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American seaboard ports. 

Q. Can you place these factors in any order 
of importance? 

A. ves. The first would be the development 
of new international trade in the southwestern Ontario. 
The second would be the diversion of business existing 
and new business from American seaboard ports, primarily, 
of course, New York, Baltimore, and the diversion to 


Montreal or Quebec. 
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Q. The suggestion in your brief is that the 
diversion from Montreal to Toronto is not particularly 
significant? 

A, It is not, in our opinion, the most sig- 
nificant factor, mo. 

Q. Just dealing with the last point, you 
suggest that the Commission recommend that the port of 
Toronto be favoured with export-import rates which 
would give them parity with these American ports? 

A. That is correct. We are requesting that 
we now be recognized as an ocean port and treated on an 
equal basis with both American and Canadian seaboard 
ports. 

Q. What do you suggest as the level of export 
rates for the movement from Toronto? 

A. We have no suggestion at this time. 

Q. Would you leave that with the Board or 
with the railways? 


A. That is correct, 


CROSS-EXAMINATION BY MR. HUME: 

Q. Mr. Griffith, you and I have known each 
other for a long time and you know the interests 1 repre- 
sent. Of these 713,000 tons of which you say 99 per 
cent moved out of your premises by truck, how far would 
that go? What would be the average length of haul? 

A. I couldn't answer on the length of haul, 
but the movement last year went within the area Ibwefer- 
red to earlier; most of it, of course, in what we call 


the Greater Toronto area, 
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Q. Just in a very broad, quick way, if you 
can, what kind of goods are moving? Is it fabricated 
steel, for example? Would that be one? 

A. Yes, sir. 

Q. And manufactured goods? 

AEP oe’ ves Bir . 

Q. And foodstuffs? 

A, General package freight, plus certain bul 
commodities. 

Q. Are any of those commodities moving im- 


portant distances, up to one thousand miles? 


A. Not to our knowledge at this time. 


CROSS-EXAMINATION BY MR. MAURO: 

Q. Mr. Griffith, would you also extend this 
privilege to the ports of Port Arthur and Fort William 
-- ocean ports? They told us out west that they would 
be our ocean ports when the seaway was completed, 

A. I am afraid it is not within my power to 
extend it, even to the port of Toronto. 

Q. Well, just the principle. We will leave 
it to the Commission to make the final recommendation. 
But, you are basing this on a principle that Toronto is 
now an ocean port, and would you also extend to the 
head of the lakes? 

A. We are basing our submission on the basis 
of the tonnage we are handling -- that we handled in 
the last four or five years, particularly the first year 
of the opening of the seaway. 


Q. The lakehead handles more tonnage than you 
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AP, We are talking of direct overseas tonnage 
-- not total tonnage. 

Q. We are not going to decide this just on 
a tonnage basis. It is a principle involved, that you 
now have direct contact with overseas markets, and I am 
sure, as a good Canadian citizen, you would want to see 
the same principles applied to others who now have the 
same contact? 

A. I am not authorized to speak for anyone 
except the Toronto port. They will not be hesitant in 
coming forward and speaking for themselves. 

THE CHAIRMAN: You will not object to them 
speaking for themselves? 

THE WITNESS: No. 

MR. MAURO: Q. But the principle upon which 
this submission is made is that it is now due to the 
fact that Toronto is in a position to receive direct 
overseas shipments that you ask this Commission to recom- 
mend that export-import rates be applied to Toronto? 

A. No, sir, that is only part of it. The 
very fact a port is in a position to accept overseas 
shipments does not mean it is in the business of 
shipping. It also has to accept some. There are many 
ports in a position to accept overseas shipping, and the 
overseas shipping bypasses that port for certain reasons 
-- facilities and markets, and so on. We maintain the 
port of Toronto, with the business it now handles, is 


in a position to be recognized as an ocean port. 
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Q. Did it become an ocean port in 1958? 

A. We maintain it did. 

Q. With the 287,000 tons? 

A. I am sorry, sir; I thought you said 1959. 

Qew wiQS9? 

Ag 1958 -- we maintain, back in 1954 that 
the trend was developing which would show that by 1959 
Toronto would be and could be accepted ae an ocean port. 
We have maintained that for the last five years. During 
that five-year period we have reached that point. 

Q. Was it in 1954 that you first felt you 
were an ocean port? 

A. We felt we were entitled to consideration 
on the basis of potential and future development, yes. 

Q. And if the lakehead ports arrive at the 
position of 122,000 tons, then you would feel that simila 
considerations should be given to those ports? 

A If they can show the same potential that 
the port of Toronto shows -- but I am not in a position 
to speak for the lakehead or any other ports. 

Q. I realize that, but I am suggesting it 
would be helpful to the Commission, with a man of your 
background, to try and find out. 

THE CHAIRMAN: Well, I think you have got him 
as far as he will go. 

THE WITNESS: You have to take a realistic 
view of the position of a port in relation to the market 
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CROSS-EXAMINATION BY MR, FRAWLEY: 

Q. Could you help me out in this matter, Mr. 
Griffith: one of the flour mills in Calgary tells me 
that when they ship for export through the port of 
Vancouver they must pay certain extra charges for 
getting the flour from the railway car into the ship 
-- wharfage and such charges as are associated with 
wharfage charges, but when they ship through eastern 
ports they don't pay that. Can you throw any light on 
that? 

A. No, because they would be shipping through 
National Harbours Board ports, and not the port of Torontd. 

Q. Toronto harbour is not one of the National 
Harbours Board ports? 

A. No, sir. 

Q. You say it is because they are shipping 
through a National Harbours --- 

A. No, sir. I say [I can't answer because 
it doesn't apply to our port. 

Q. If this flour manufacturer in Calgary 
was shipping for export through the east to the Atlantic, 
and they shipped it to Toronto -- because I presume 
you would be glad to take that and put it on an ocean- 
going vessel in Toronto and send it off to Liverpool or 
wherever it was going -- would they have to pay these 
wharfage charges through the port of Toronto -- the 
things they do not pay in Montreal? 

By There is no wharfage in the port of 


Toronto, 
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Q. There would be no wharfage Renee to this 
exporter of ate if he shipped through Toronto? 

| A. No. 

@. Do you know ee there is, when he has to 
pay those charges 4n Vancouver -- are you familiar with 
the reason for that? 

A. No, sir. That is a matter for the 
National Harbours Board. 

MR. McDONALD: I have no questions, Mr. 
Griffith, but I would like to say this is a matter that 
I shall draw to the attention of our transport officers. 


THE WITNESS: Thank you. 


CROSS-EXAMINATION BY MR. SINCLAIR: 

Q. Mr. Griffith, you are a barrister, I 
believe? 

A. That is correct, sir. 

Q. Well, you can understand, possibly, that 
when I saw in your submission a question of demurrage 
I immediately marked that, and I am not going into one 
type of so-called free time, but I am going to say this 
-- and I think this should be of some assistance to the 
Commission -- does truck traffic get any free time 
moving in or out of the port of Toronto? Do the 
trucks provide free time? 

A. Not to my knowledge, sir. 

Q. Do the trucks publish export or import 
rates through the port of Toronto? 

A. No, sir -- again, not to my knowledge. 


Q. Do the trucks publish joint water truck 
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rates through the port of Toronto? 

A. Not that I have seen, sir. 

Q. I think Mr. Cumming asked you about the 
level: would it be the position of your Commision that 
their interests would be served by having a rate level 
at Toronto exactly the same as at Montreal? 

A. No, sir, we are not asking that should be 
the same as Montreal. We are asking to be put ina 
comparable competitive position with other ocean ports. 

Q. Would you contemplate having a higher 
export rail rate than Montreal -- is that what you mean 
by that answer? 

A. That is possible under certain circum- 
stances, sir. 

Q. But you certainly would not want anything 
lower than Montreal? 

A. Well, if a company is located twenty 
miles from the port of Toronto, I think it is entitled 
to a better freight rate into the port of Toronto than 
it is to Montreal. 

Q. Oh, yes, on a mileage basis? 

An On any basis. We have examples where a 
company -- about two or three years ago -- within one and 
a half miles of the docks, the shunting charge out of the 
dock was greater than the export-import rate to Montreal. 

Q. yes, but on a mileage basis, you would not 
want anything lower than Montreal? 

A. I amnot in a position to discuss that in 


detail. I am not a traffic man. We are asking that 
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the railways give consideration and that the Royal Com- 
mission recommend consideration be given to our request 
that we be treated as an ocean port. We will be glad 
to work out the details on a traffic basis. 

Q. What you are really suggesting is that the 
Harbour Commissioners of Toronto and the railways should 
get together and see what can be done? 

Be We have been together over four years, and 
so far -- well, that is why we are here. 

Q. Do you think this Commission has juris- 
diction in this matter? 

A. We feel it has, sir. 

Q. If, Mr. Griffith, you are feeling that you 
have an unjust locality discrimination, the Board of 
Transport Commissioners has jurisdiction in that regard, 
hasn't it? 

THE CHAIRMAN: Well, I think they go further 
than that in the submission. 

MR, SINCLAIR: Not as I read it, sir. 

THE CHAIRMAN: Well, perhaps as we read Livy 
it goes further. 

MR. SINCLAIR: I would like to know in what 
degree. Maybe I nave missed the point. 

Q. In what degree do you go beyond unjust 
locality discrimination? 

A. You are now using language which -- not 
peing a traffic man --- 

Q. That is not traffic language; that is 


legal language. 
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Ay Well, it may be railway legal language. 

Q. No, statutory legal language. 

A. We claim there is an inequity, and we clai 
there is also an injustice to the application of 4 
principle to our port. We are bringing this to the 
attention of this Royal Commission and requesting a 
recommendation. We certainly intend to pursue the 
matter further in whatever field and to whatever board 
we consider necessary. 

Q. But, if the Board of Transport Commis- 
sioners had jurisdiction, you have not utilized it? 


A. Not to date, sir, no. 


BY COMMISSIONER GOBEIL: 

Q. Mr. Griffith, you have divided into three 
groups your increase in traffic: is it possible to put 
a percentage figure on those three groups? 

A. No, sir, it is not. I had hoped we 
might be able to get a breakdown of the increased 
business which would show it. We are not in a position 
to do that. We can only go from the information we 
have received from soliciting industries. We give 
you one example of a company that built a special and 
the first of its type -- manufacturing on the water- 
front and importing raw materials last year. That was 
new business for the area. There is one particular 
example. But, our studies arising from talking direct- 
ly to industry, which is our only method of getting 
information, have shown a much greater opportunity for 


trade from a growth of international trade than a 
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diversion. The diversion, particularly Canadian 


seaboard, appears to be a very small part. 


elie Le bk a ik ee hia me ieibielaese 


i : ena 
end 


mi Hf oe iy tt ial j 


BER eh MRE AONE ig RG ee aaa 


x 


F Ne 


* ANGUS, STONEHOUSE & CO. LTD. Griffith eto dg 


TORONTO, ONTARIO ‘ (Gopeil ) 
1 
I will give one example if I am not taking up the 
2 
Commission's time. This was made public some years ago 
3 


of a company that came out with a new item along their 


general line of manufacture. They had an opportunity 

of putting it in one of the European markets and they had 
to meet a competitive price which could not be met by 
rail and water ex Montreal. They then went to the 
steamship lines that were coming to the port of Toronto 
with a small canal type of overseas ship. I forget the 
figure but I understand there was a saving of a little 

in excess of $4 per unit laid down in the foreign country. 
Two years later the far oroduction of that product of 
that company was being sold on export. There is one 
example of what we mean by the maximum ultimate potential 
in new business in international trade instead of diver- 
sion from Montreal. Quite frankly the result of the 
inquiries we have made in industry shows that there is 
more of the trade which we could try and get and woich 

we feel is rightfully ours. More is going to American 
ports than to Canadian ports, a matter which the National 
Harbours Board has for three years tried to change. 

As stated in this brief, the Toronto Harbour 
Commission, in order to get its share of that trade from 
American companies in the area which we maintain we now 
serve have opened a New York office and we have been down 
to certain trade meetings in New York. I might say that 
we find we are now beginning to get certain success from 
that and we expect to get far more this year. 


There is one more observation if I may make it, 
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Mr. Chairman, As a result of negotiations and talks 
over the last four, five or six months and based on our 
argument that ships, many ocean-going ships, were 
coming into the port of Toronto, discharging full or 
mostly full cargoes and then leaving empty, that there 
should be some basie export commodity available for 
them in this area, 

The Wheat Board, I was advised by long distance 
telephone at noon today, has announced that export grain 
rates for Toronto c.i.f. in place as of today. Now, 
that announcement will also, I understand, apply to 
other places on the Great Lakes. It is not exclusively 
for Toronto and arises from our brief to them that ships 
come in loaded and go out lacking export. As a result 
of that application the Wheat Board has made the announce 
ment today. Therefore, the Canadian Wheat Board has 
seen fit to recognize us as an ocean port and we request 
the same treatment from you. 

Q. The 1959 700,000 tons, what percentage 
of overseas trade would that be? Is it possible to say? 

A. “ghat is the overseas trade, the total 
trade at the port last year was about 4,700,000 -- in 


round figures about 400,000 tons in general cargo. 


BY COMMISSIONER MANN: 

Q. First of all, I want to compliment you 
personally for the most.aggressive way in which you 
promote the port of Toronto. Being somewhat interested 
in some ports across the country I certainly noticed 


this port. As you have mentioned, you have opened a 
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New York office, but you did not mention, unless my 
memory is wrong, that you hired one of the New York 
Board Authority people to run it, which I think was a 
smart thing to do. 

Just one question: I seem to remember that 
the American lake ports were after the same thing, 
getting an export rate from Chicago or, I hope Mr. 
Mauro will forgive me for mentioning the word, from 
Duluth. They were also after the 7-day export demur- 
rage tnat prevail from the United States. Could you 
tell the Commission how successful they have been with — 
that? 

A. I am sorry, I cannot, because I am confused 
on that issue myself. 

Q. That is why I asked the question; I am 
too. 

A. I understand that certain arrangements 
have been reached and I understand they have been 
cancelled, and I heard they had only been amended, and 
I quite frankly at the moment do not know. However, 
we will be in Chicago on Thursday and Friday and we 
shall be meeting with certain representatives of 
American Great Lakes ports, and if the Commission would 
like a written statement from us as to what we can find 
out -=-- 

THE CHAIRMAN: If you would write the 
secretary. 

THE WITNESS: If we can find out we will do 
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THE CHAIRMAN: We would appreciate it. 

MR. FRAWLEY: May I ask a question, Mr. 
Grafrith, will: you explain to me, if a flour miller in 
Calgary is shipping a carload of flour for export and 
he ships it to Toronto, would he pay more than if he 
shipped the car to Montreal? 

THE WITNESS: Yes, it is on a domestic rate 
to Toronto. 

MR. FRAWLEY; And an export rate to Montreal? 

THE WITNESS: yes. 

MR. FRAWLEY: That is the nub of what you 
are talking about? 

THE WITNESS: Yes. 

MR. SINCLAIR: I wonder if Mr. Griffith writes 
to the Secretary of the Commission as to something extra 
to his brief if he would send the same thing to counsel 
for the railways so they could also see it? 

THE CHAIRMAN: Yes, I am sure he will. Thank 
you. 

THE WITNESS: May I express my appreciation 
and the appreciation of the Toronto Harbour Commissioners 
for such a courteous hearing? 

THE CHAIRMAN: The next submission will be 
from the Ontario Federation of Agriculture, and if they 
are called we will just adjourn until tomorrow morning. 


Will you please identify yourself for the record? 
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SUBMISSION OF 


ONTARIO FEDERATION OF AGRICULTURE 


Appearances: 
Mr. Cecil Belyea Ontario Federation of Agri- 
culture 
Mr, Julian Smith © United Cooperatives of 
Ontario 


THE CHAIRMAN: Your brief will be taken as 
read and tomorrow morning at nine-thirty o'clock you 


will be subject to cross-examination. 


hs The Ontario Federation of Agriculture is 
pleased to present the following brief statement 
concerning aspects of transportation, especially rail 
transportation, which seem to bear most directly on the 
marketing of primary agricultural products of Ontario . 
origins 

Be In setting forth its views, the Ontario 
Federation of Agriculture (hereinafter referred to as 
the OFA) does not pose as an authority on transportation 
problems. The OFA is an incorporated, voluntary farm 
organization speaking for tne great majority of Ontario 
farmers. | the language used will be 
mainly non-technical as befits a lay examination of an 
unfamiliar and complicated aie a ak Nevertheless, it 
is hoped that, however inexpert the approach may be, 
the points raised and suggestions offered will be 


sufficiently valuable to warrant the Commission's 
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attention and study. 

Be History teaches that it is to the railroad 
that Canada owes largely ner existence as a nation, 
Moreover, in the process of colonization and develop- 
ment, it has come about that Canada “has more railway 
transport per capita than any country in the world." 
(Van der Valk, Economic Future of Canada, Page 78, 
McGraw-Hill). Although other forms of transport have 
begun to figure prominently, the railroad, by long odds, 
for reasons of geography and climate, remains pre- 
eminent. It follows that this country's great depen- 
dence on the railroads has resulted in an unusual 
national preoccupation with rail freight rates -- par- 
ticularly rising freight rates. The long-established 
Board of Transport Commissioners acting as a public 
referee with jurisdiction in most areas of rate adjust- 
ment is one manifestation of public concern; the bewtodie 
appointment of commissions of inquiry is another. Yet, 
despite the scrutiny of boards and the probing of 
commissions, lasting solutions to rail transport diffi- 
culties remain elusive. Central among these diffi- 
culties is said to be the problem of rising costs which, 
in its influence on the rate structure, has tended toward 
a geographical contraction rather than a desired ex- 
pansion of markets. 

4, For the purpose of bringing farmer criticism 
of transportation policy and rates into clearer focus, 
the OFA has established a special committee. This com- 


mittee, working closely with OFA member bodies engaged 
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in marketing primary agricultural commodities, has 
come forward with the following delineation of farm 
interest areas: 
(a) commodity reclassification (rail), 
(0) indefinite and slow action on applications 
for special rate adjustments, especially 
agreed charges, 
(c) effect on prices of Ontario wheat and corn 
of federal freight assistance on western 
feed grains, 
(ad) other assorted matters, e.g. interprovincial 
truck movement, rail rolling stock for 
grain, etc. 
Commodity Reclassification: 
Sie One of the leading bones of contention in 
Ontario is the matter of commodity classification, On 
several occasions in the past the question of reclassify- 
ing soyabeans and white beans has been raised before the 
Canadian Freight Association. The request has been 
for changes in classification from “oil-bearing seed" 
to "grain" in the case of soyabeans, and from “vegetable" 
to "grain" in the case of white beans with the object 
of securing the lower "grain" rate. All requests 
have met with a firm negative reply. The reason given 
by the railways for their stand in the soyabean connec- 
tion is that to grant the requested classification change 
would prompt flaxseed and rapeseed shippers to ask for 
a similar change. The OFA finds this argument un- 


convincing and wonders if soyabeans must carry a higher 
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tariff more because of traditim than for any other 
reason, In any case, the rail freight business in 
Flaxseed in Ontario seems to be relatively unimportant 
whereas rail shipments of soyabeans could be much 
larger. It is worth noting that soyabeans are handled 
in precisely the same manner and with the same 
facilities as grain. Moreover it is believed that only 
Canadian railroads among all transport media on this 
continent make a distinction between soyabeans and 
grain. As matters stand, the railways already have 
lost a large share of the bean revenue to truck com- 
petition. 

In the matter of white (dried) beans, now 
classified as a vegetable for certain rail rate purposes, 
a situation obtains where a similar product such as 
dried peas is permitted to move at a comparatively low 
class rate. It is difficult for the layman to under- 
stand why peas should enjoy a rate of 63 cents per 
hundredweight on movements from Blenheim to Montreal whil 
dried beans carry a rate of 9% cents. Similarly, the 
rate from Blenheim to Halifax on peas is $1.08 per 
hundredweight while the rate on beans is $1.24 per 
hundredwedghtis 

This issue is raised to bring to the attention 
of the Commission the need for a study of the freight 
problems of not merely soyabeans and white beans, but 
of all agricultural Lanes Investigation might 
reveal that, were the railroads to eonfer more closely 


with groups engaged in marketing primary agricultural 
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products in Ontario and strive to meet the special 

needs of these groups, the effort would be amply repaid 
in increased business and revenue, 

Special Rate Adjustments. 

6 From time to time agricultural groups have 
sought adjustments in rail rates to meet competition 
trom products of foreign origin and to widen domestic 
distribution of Ontario-produced farm commodities. 
Prominent among the requests for adjustment have been 
applications for agreed charges. Although agreed 
charges have a superficial look of untidiness, it is 
presumed that they have become a permanent part of the 
rate structure and are deserving of particular attention 
in the agricultural connection. As of 1956, according 
to one investigator, agriculture had been but little 
affected by agreed charges. (J.P.Cairns, A Statistical 
Summary of Agricultural Rail Traffic in Canada, 1946-54, 
Page 5, Ontario Agricultural College, Guelph). | Up 

to that year only certain movements of canned goods 
butter and potatces took place under agreed charge 
arrangements. Probably the list has not been enlarged 
very much since then. The experience of farm marketing 
groups leads the OFA to the view that the railroads 

are either unable or reluctant to decide speedily enough 
on applications for agreed charges as well as for all 
other rate adjustments on rarm products, to render more 
than patchily uset'ul attempts to secure better bargains. 
(@ To illustrate the OFA's contention the frollow- 


ing cases are cited: 
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Case (1): A farmers' cooperative marketing grain 
for its members in western Ontario appealed to the rail- 
roads for an agreed charge on shipments to a nearby 
market. By the time an affirmative answer had been 
received the cooperative had been forced to purchase 

its own trucks and found it uneconomical to revert to 

to the plane service. | 

Case (ii): A fruit’ organization requested reduced 
rates on apples moving to a western Canadian market 

in order ae AN competition from apples originating 


in the U.S.A, The permissible rate was granted only 


Meo 


after many weeks of eadele delay. 
Case (iil): A manager of a eooperative endeavoured for 
two years to get an acceptable rate on grain moving 
from Goderich to the cooperative. In desperation he 
finally purchased a truck tonaul grain between the 

two points. Shortly afterward, a request was made for 
an agreed charge on mill feed shipments from Port 
Colborne to the cooperative. This request was granted 
very quickly although a euarantee of 100 per cent of 
the mill feed shipments had to be given. 

Case (iv): A heavy grape crop in the Niagara 
Peninsula in 1959 made necessary the seeking of new 
markets. These were found in Calgary and Edmonton. 
Unfortunately the prevailing freight rate was unrealisti- 
cally high in that it had been based on no recent 
experience in the movement of Ontario grapes to those 
markets. A request for a special reduced rate was 


made. In the six weeks that elapsed between the 
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1 
request and the affirmative reply the need of. the 
; grower and the opportunity of the carrier had all but 
vanished, 
4 
: 8s In the light of the above cases, the OFA is 
g convinced that some means must be found of speeding up 
. action on requests for rate adjustments. Delays of 
, weeks, donde "and years are frustrating and costly. 
’ Even a negative reply, if given quickly, often would 
10 enable the shipper to make alternative arrangements 
1 to eliminate a peeLTeRe sk? Tentatively, the OFA would 
12 suggest the following possibilities: 
13 (a) reduction of the waiting period required by 
14 the Board of Transport Commissioners following 
15 publication of an agreed charge from 20 days 
16 to three days (a waiting period of three days 
17 is understood to be the requirement following 
18 publication of a change in ordinary rates. ) 
19|| (b) establishment of a permanent, independent 
20 authority to (i) investigate the transportation 
a1 needs of the agricultural industry; (11) offer 
92 - objective advice to the railroads in respect 
93 of applications for rate adjustments on 
94 agricultural products; (iii) expedite action 
25 on auplieationn whenever the railroads fail to 
6 i give pnompt action; (iv) entertain appeals and 
07 make awards on decisions of the railroads 
28 in response to requests for rate adjustments, 
29 as well as the power to make its awards final 


30 and binding on both parties. 
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Wheat and Corn Prices. 

9. ‘While the freight assistance policy on the 
movement of western feed grains has been an undoubted 
boon to the eastern livestock feeder, Ontario producers 
of wheat ena feel that the prices they receive in 
normal years have suffered as a consequence. The 
extent of this suffering is difficult to assess. 
Ontario-produced wheat has had to compete with freight- 
subsidized western feed grains particularly in Ontario 
markets. Similarly ,Ontario -produced corn because of 
the freight subsidy, has beenblocked from markets east 
of Montreal. The htisigicy result has been that prices 
for hits wheat and corn are believed to have been. 
artificially depressed to anextent approximating the 
amount of the subsidy. 

lo. In the case of Ontario wheat, we have a qualit 
commodity which is notable both as a high grade milling 
product and as an animal feed. In years of short 
crops when a larger proportion is used for milling and 
baking, Sead tiee reflects this higher use. In years 
of heavier production, however, the limited capacity of 
in ead forces its greater use as feed and it be- 
comes directly competitive with subsidized western 
grain. 

ie Corn, likewise, is processed for human 
consumption as well as forming a valuable addition to 
animal feed rations. Ontario soils and climate offer 
the best environment in Canada for its production. 


Unfortunately, Ontario corn is usually in a precarious 
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economic position because 
(a) unlike other grains, imports are not 
restricted (except for a small tariff); 
(bd) corn originating in the U.S. is exported 
to Canada by rail at rates which are more 
advantageous than those available to Ontario 
shippers thus eliminating Ontario corn 
from much of the processing market; 
(c) the fae iat assistance on weatern feed grains, 
as mentioned above, has effectively barred 
Ontario corn from Quebec and maritime markets. 
Lei. Producers of both wheat and corn believe 
that there is a measure of injustice in a system which 
sets up barriers to or otherwise discourages market 
expansion for commodities whose production could be in- 
creased considerably. They believe that a policy which 
favours one group of producers at the expense of another 
is discriminatory. However, this statement is not to 
be construed as a condemnation of the established policy 
of freight assistance on western feed grains.. What 
Ontario producers request, and expect, is treatment equal 
to that accorded to other groups. As a single example 
of the injustice referred to, consider the following 
situation: 
The cost of railing one ton of feed grain 
(say, barley ) Aan the lakehead to Saint John, N.B. for 
local delivery is $21.60 per ton, less the $14.90 per ton 
feed freight assistance, leaving a net freight cost 


of $6.70 per ton to the shipper. But, if Ontario-produc 
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feed grains (corn) are railed from Walkerville to 

Saint John, the cost per ton is $21, which is the net 
freight cost to the shipper. This creates a difference 
of $14.30 per ton between western Canadian feed grains 
and those of Ontario origin in the Saint John market. 

It. is recommended, therefore, that the freight 
assistance policy be extended in the form of a freight 
subsidy on all shipment of Ontario wheat and corn so 
as to give these commodities competitive parity with 
western feed grains in all eastern Canadian markets. 
Other Details. : 

i Before concluding its brief, the OFA wishes 
to mention two or three other matters which may be of 
interest to the Commission. First, the Commission is 
requested to investigate the regulations with respect 
to the interprovincial movement of ceueniiey mepeteatdtiy 
with respect to licensing. Secondly, the Commiseion 
is asked to aban research into the question of 
whether present methods of handling and hauling grain 
might be improved. Thirdly, it is requested that con- 
sideration be given to a reductim in demurrage charges, 
a matter of considerable importance in connection with 
the edtebeunie of grain. Finally, there is the complaint 
voiced by some shippers that difficulties arise periodi- 
cally in the procurement of rail cars. 
pate A summary of the essential recommendations in 
this submission is as follows: 

(1) The need of close and sympathetic study of the 


transport requirements of the primary 
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agricultural industry especially as regards 
the reclassification of commodities like 
soyabeans and white (dried) beans for rate 
establishment purposes; 

(2) Reduction in waiting period on agreed charges 
from 20 days to three days; 

(3) Institution of an independent authority to 
expedite action on requests for rate adjust- 
ment and to hear appeals and make awards in this 
connection; 

(4) Application of a freight subsidy on all ship- 
ments of Ontario wheat and corn. | 

‘15. The OFA again wishes to express its apprecia- 
tion for this opportunity of presenting the views of 
organized farmers of Ontario on some transportation 
issues. The OFA commends the institution of the Com- 
mission and looks forward to the publication of its 


af 


findings. 


---Adjournment. 
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